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Arthur A. Hartinger (SBN: 121521)
ahartinger@meyersnave.com
Linda M. Ross (SBN: 133874)
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1| Michael C. Hughes (SBN: 215694)
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MEYERS NAVE, RIBACK, SILVER & WILSON

555 12 Street, Su1te 1500
Oakland, Cahfomla 94607
Telephone: (510) 808-2000
Facsimile: (510) 444-1108

Attorneys for Defendants and
Cross-Complainants City of San José
and Debra Figone, in her official capacity
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IN THE SUPERIOR COURT FOR THE

COUNTY OF SANTA CLARA

SAN JOSE POLICE OFFICERS
ASSOCIATION,

Plaintiff,
V.

CITY OF SAN JOSE, BOARD OF

Case No. 1-12-CV-225926 W A

[Consolzdated with Case Nos. 112CV225928,
112CV226570, 112CV226574, 112CV227864]

DECLARATION OF ALEX GURZA IN
SUPPORT OF DEFENDANTS’ AND
CROSS-COMPLAINANT’S MOTION FOR

ADMINISTRATION FOR POLICE AND SUMMARY ADJUDICATION
FIRE RETIREMENT PLAN OF CITY OF
SAN JOSE, and DOES 1-10 inclusive., VOLUME 3
Defendants. EXHIBITS 35 THROUGH 61
_ ' Date: April 23, 2013
AND RELATED CROSS-COMPLAINT Time: 9:00 a.m.
AND CONSOLIDATED ACTIONS Dept.: 8
Complaint Filed: June 6, 2012
Trial Date: None Set
I, ALEX GURZA, declare:
1. I am a Deputy City Manager and the Director of the Office of Employee Relations

in the City Manager’s Office for the City of San Jose (hereinafter, “City”). I submit this

declaration in support of the City’s Motion for Summary Adjudication. [ have personal

knowledge of the facts set forth below and if called as a witness I could and would testify

competently thereto.
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2. | I have been employed by the City. of San Jose in the Office of Emplbyee
Relations since October 3, 1994. During fhat time, I have been responsible for the formulation
of City policies in connection with empioyee compensatiori_ and benefits and for the
negofiation of wages, benefits and other'ter.ms and conditions of employment with the labor
unions that represent City employees.

The City of San Jose’s Workforce

3. The City employs approximately 5400 full-time equivalents (“FTEs”); FTEs are

the combined total number of budgeted full-time positions. For example, one full-time position

equals one FTE, and two half-time positions equal one FTE. The majority of the workforee is
organized. The following labor unions represent City employees:

» Association of Building, Mechanical and Electrical Inspectors (ABMEI) -
approximately 67 FTEs.

¢ Association of Engineers and Architects (AEA), IFPTE Local 2] (Units 041,
(42 and (043) — approximately 214 FTEs

‘s Association of Legal Professionals (ALP) — approximately 36 FTEs

s Association of Maintenance Supervisory Personnel (AMSP), IFPTE Local 21 —
approximately 78 FTEs

¢ City Association of Management Personnel (CAMP), IFPTE Local 21 -
approximately 329 FTEs

¢ Confidential Employees’ Organization (CEQ), AFSCME Local No. 101 ~
approximately 189 FTEs

» Intemational Association of Flreﬁghters (IAFF), Local 230 — approxmately L
. 646 FTEs

» International Brotherhood of Electrical Workers (IBEW), Local 332 —
approximately 73 FTEs ~

s International Union of Operating Engineers, Local No. 3 (OE#3) -
- approximately 664 FTEs

-« Municipal Employees’ Pederation (MEF), AFSCME Local 141 -
approximately 1851 FTEs

« San Jose Police Officers’ Association (SJPOA) — approximately 1107 FTEs
4, . The City workforce also includes two units of unrepresented employees, the

Executive'Management and Professional Employees (Unit 99), and Other Unclassified Non-
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Management Employees (Units 81 and 82).

5. The City esfablishes terms and conditions of employment with its labor unions
through collective bargaining. Periodically, the City and labor unions enter into Agreements,
which are ratified by the union membership and approved by the City Council through enactment
of resolutions. If the City and labor unions cannot come to agreement, the City may implement
after im"éasse procedures the City’s Last, Best and Final Offer (“LBF”) by City Council resolution,
except that if the City and the unions representing police officers and firefi ghters do not come to
an agreement, depending on the issue, the City Charter provides for interest arbitration to resolve
the dispute. For unrepresented employees, the City Council establishes compensation by
resolution. Retirees are not represented by any City labor union.

Plaintiffs In This Case

6. Plaintiffs in these five consolidated cases are either City labor unions or current and

retired former members of City labor unions, including:

o Plaintiffs in the Mukhar case are current and retired former members of the
Association of Engineers and Architects [Mukhar is president of AEA], and
Association of Maintenance Supervisory Personnel ([Dapp is president of
AMSP.

o Plaintiffs in the Sapien case are current and retired former members of the
International Association of Firefighters (IAFF), Local 230.

o Plaintiffs in the Harris case are current and retired former members of the
International Union of Operating Engineers, Local No. 3 (OE#3).

o Plaintiff AFSCME is a labor union representing two City bar}gaining units
(Municipal Employees’ Federation [MEF] and Confidential Employees’
Organization [CEQ]). '

o Plaintiff STPOA is a City labor union.

City Retirement Plans

7. The City has two retirement plans, the Police and Fire Department Retirement Plan,
for police officers and firefighters, and the Federated City Employees’ Retirement System, for all
other employees. The provisions for these plans are established in the City Charter, City
Muﬁicipal Code and agreements with labor unions. The plans include bdth pension and retiree

health benefits. The plans are administered by two independent retirement boards, which invest

3 Case No. 112CV225926
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retirement funds,. contract for audit and actuarial services, issue financial reports and determine |
employee eligibility for benefits.

8. Based on actuarial reports, the boards establish yearly contribution rates to be paid
by employees and the City, as a percentage of salary, to fund employee retirement benefits.
Although the independent retitement boards determine the yearly contributions needed to fund the
plans, the Charter, Municipal Code and agreements with unions determine how contributions are
to be divided between employees and the City. |

| | Measure B

9. Beginning in 2009, the City’s contributions for retiree pensions began to
dramatically increase and create significant deficits in the City budget. In September 2010, the
City’s Auditor released a report entitled “Pension Sustainability: Rising Pension Costs Threaten
'I;he City’é Ability To Mainfain Service Levels ~—_' Alternatives For A Sustainable Future.” The
Auditor’s Report contained a number of recommendations to reform the City;s retirement systems
and decrease costs. A true and correct copy of the Audifor’s teport is attached as Exhibit 1.

10.  InMay 2011, the City Manager released the Fiscal Reform Plan with
recommendations to achieve cost _réductions and/or new revenues for the General Fund to allow
for a restoration of services, including addressing increa.sing refirement costs.

11.  In2011, the City began to meet and confer with City unions over a plan to amend
the City Charter to reform the City’s retirement systems. Under the requirements of Seal Beach
Police Officers’ Assn. v. City of Seal Beach, 36 Cal. 3d 591 (1984), the City met and conferred for
over a year but ultimately did not reach any consensus with unions over retirement reform
measures.

12.  InMarch 2012, the City Council voted to blace Measure B on the ballot to amend
the City Charter’s retirement proviéions. In June 2012., the voters enacted Measure B by
approximately 70 percent in favor of Measure B. Soon after, City labor unions, employees and
retirees filed the five actions that were later consolidated under the caption for this case.

13, Measure B contains provisions that address employee contributions to pension and

retiree health benefits, the creation of alternative pension plans, the end of a supplemental retiree
' 4 - Case No, 112CV225926
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benefit reserve, disability retirement requirements, and suspension of cost of living increases in the
event of an emergency, among other issues.

Employee Contrlbutlons Towards Pensnon Plans

1..4. Measure B requires employees to make additional pension contributions to the
retirement system to defray pension plan unfunded liabilities unless they voluhtarily elect to enroil
n an alternative lower cost plan. Specifically, Measure B Section 1506-A requires employees to
make additional payments in increments of 4% of p‘ensiondble pay per year, up to a maximum of
16% of pensionable pay per year, but no more than 50% of the costs per year to amortize any
pension plan unfunded liabilities. (Section 1506-A). These contributions are credited to
employees’ retirement accounts.

15; Prior to the enactment of Measure B, City employees made “additional” pension
contributions under agreements between the City and its labor unions for the purpose of paying
towards the City’s unfunded pension liabilities. City employees also made, or wére required by
the City to make, wage concessions as an alternative to making additional pension contributions
The City considers retirement contributions, wages and other benefits to be paft of “Total
Compensation” for City employees. “Total Compensation” is the total cost to the City of pay and -
benefits, including base pay, retirement contributions, health insuraﬁce, and other benefits.

16.  As stated above, in 2009, the City faced significantly increased retirement
contr_ibutions towards employee i)ension benefits and a large deficit caused in large part by the

increased contributions. To mitigate the City’s fiscal shortfall, in 2010 the City negotiated with

City unions to achieve a 10% reduction in total compensation for the purpose of reducing the

potentially significant service reduction and layoffs of City employees required to balance the City
budgét. _

17. . In 2010, a coalition of City unions proposed that the City achicve this
compensation reduction by employees making an “addi_tional” pension contribﬁtion to defray the
City’s required pension contributions. This coalition consisted of AEA, ABMEI, AMSP, CAMP,
IBEW and OF#3 (“Coalition”). {Plaintiffs in the Mukhar case are members and/or former

members of AEA and AMSP [Plaintiff Mukhar is president of AEA, plaintiff Dapp is president of
5 Case No, 112CV225926
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AMSP], and plaintiffs in the Harris case are members and/or former members of OE#3.)
18.  The SJPOA and IAFF also offered proposals to achieve compensation reduction via
employees making an “additional” pension contribution to defray the City’s required pension .

contributions. (The SJPOA is plaintiff in the SJPOA case; plaintiffs in the Sapien case are

‘members and/or former members of IAFF.)

19.  The Coalition unions took the position that the additi onal employee retirement
contribution of 10% could be authorized by an amendment to the Municipal Code and did not
violate the City Charter. An initial proposal received from the Coalition stated:

5.1.2, Additional Retirement Contribution.

Effective June 27, 2010 through June 28, 2011, all employees will
make additional retirement contributions in an amount equivalent to
10% of total compensation effective June 27, 2010. The amounts so
contributed will be applied to subsidize and thus reduce the prior
service contributions that the City would otherwise be required to
make. The parties specifically understand that this agreement
neither alters nor conflicts with the City Charter Section 1505(c)
because under this agreement, employees will be subsidizing the
City’s Section 1505(c) required contribution. This employee
retirement contribution is in addition to and apart from the employee
retirement contribution rates established and approved by the
Federated City Employees’ Retirement System Board. This
additional employee contribution shall be reduced by half (50%)
effective the first payroll period for Fiscal Year 2012. -

K & %

In order to implement this provision, the City may be required to
amend the Federated City Employees’ Retirement System by
adopting an ordinance amending the San Jose Municipal Code.
These contributions shall be treated in the same manner as any other

- employee contributions. Accordingly, these additional employee
contributions will be made on a pre-tax basis through payroll
deductions pursuant to IRS Code Section 414(h)(2) and will be
subject to withdrawal, retum and redeposit in the same manner as

~ any other employee contributions.

A true and correct copy of the Coalition proposal provided to the City, dated 6/18/10, 4:25
p-m,, is attached as Exhibit 2. True and correct copies of additional union proposals by Coalition
members and by the SIPOA and IAFF to pay an increased employee contribution rate are attached

as Exhibits 3 thru 6.

6  CaseNo. 112CV225926
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-20.  During the negotiations over the payment of the additionél pension contributions,
representatives of the Coalition unions and the City, including myself, dlscussed the legality of the
additional contributions under the City Charter. Under the City Charter, the contribution rate to
pay for “current service or current service benefits” may not exceed the ratio of 3 for employees to
8 for the City, but the contribution rate to pay for “prior service -6r-pr'10r service benefits” is not
subject to any ratio. The Coalition unions tobk the position that the additiona] retirement
contributions for unfunded liabilities wéré to pay for “prior service” which is not subject to the 3
to 8 ratio under the Charter. Thus, the unions took the position that the employees could pay the
entire pension contribution required for the unfunded liabilities.

21. Iﬁ a letter dated June 17, 2010, the Coalition unions transmitted copies of their
proposal to make the additional pension contributions to the Mayor and City Council. A true and
correct cbpy_of the letter and attached agreements that we received is attached as Exhibit 7.

22,  During the City Council hearing on the proposal for employees to make additional
pension contributions, Christopher Platten, an attorney representing members of the Coalition,
stated the position of .his clients tha{ the City Charter was nota barrier to employees paying the
increased contribution rates, A transcript of his comments are attached as Ekhibit 8.

23, For the three year period, 2010, 2011 and 2012, the union Agreements or Last Best

and Fina] Offers, with authorizing resolutions, are attéched as Exhibits 9 thru 34 in alphabetical

order by union, The memoranda from myself and other City employees in connection with the
City resolutions contained in Exhibits 9 thru 34 were made by and within the scdpé of the
employees; public duties, were made at or near the time of the act, condition or event described in
the memoranda, and reflect information from City financial and collective bargaining records.

24,  During ﬁlscal yéar 2010-201 1, the fdllowing six unioﬁé agreed that their members
would pay additional employee pension contributions, both ongoing and one-time, as well as a
one-tim.e base pay reduction, equivalent to approximately 10% of tota] compensation, except the
POA agreed that its members would pay 5.25% in additional employee pension contributions on a
one-time basis. The additional contributions and pay reductions were to be used to defray pension

plan unfunded liabilities.
7 : Case No. 112CV225526
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» Association of Engineers and Architects (AEA) (plaintiff Mukhar, lead plaintiff
: in the Mukhar case, is president of the union). [Exhibit 11]

s Asgsociation of Maintenance Supervisory Personnel (AMSP) (plaintiff Dapp, a
plaintiff in the Mukhar case, is president of the union). [Exhibit 15]

. Cify Association of Management Personnel (CAMP). [Exhibit 17]

+ International Brotherhood of Electrical Workers, Local 332 (IBEW). [Exhibit
23]

s Qperating Engineers, Local No. 3 (OE#3) (which represents plaintiffs in the
Harrzs case). [Exhlbxt 25]

¢ San Jose Police Officers’ Association (SJPOA) (plaintiff in the SJPOA case)
[Exhibit 29]

True and correct copies of the Agreements, and authorizing resolutions are attached as
indicated above next to each union. |
25.  The following unions or groups agreed to a wage reduction rather than paying
additional employee pension contribution rates, or the City imposed a Wége reduction ih the form
of a Last Best and Final Offer or by resolution:
e Association of Building, Mechanical and Electrical Inspectors (ABMEI).
{Exhibit 9] | |
e Association of Legal Professionals (ALP). [Exhibit 13]
e Executive Management and Professional Employees (Unit.99).' [Exhibits 32,
33] | '
‘e Other Unclassified Non-Management Employees (Units 81 aﬁd 82). [Exhibit
32, 33]
True and correct copies of these Agreements or Last Best and Final Ofters, and authorizing
resolutions, are attached as indicated above next to each union.
26. Only three bargaining units did not come to an agreement with the City dur1 ng
2010-2011. The International Association of Firefighters (IAFF), Local 230), which represents
plaintiffs in the Sapien case)l had a Memorandum of Agreement (MOA) that expired in 2009, did

8 Case No. 112CV225926
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not come to any agreement with the City during 2010-2011, but came to an agreement with the
City in 2011 to take an approximate ongoing 10% wage reduction. (Exhibit 21) Confidential
Employees’ .Oi‘ganization (CEQ), AFSCME Local 101 {(Exhibit 20) and Municipal Employees’
Fedératio_n (MEF), AFSCME Local No. 101 (represented by plaintiff in the AFSCME case)
{Exhibit 28) had a ciosed contract in 2010-2011, but in 2011-2012 the City imposed an
approximate 12% wage reduction as part of the City’s Last, Best and Final Offer. True and
correct copies of these Agreements or Last Best.and Final Offers, with authorizing resolutions, are
attached as Exhibits 20, 21, and 28,

27.  The union agreements to pay additional e'mployée pension contributions contained
substantially similar provisions. For example, the 2010-2011 MOA between the City and.the
Association of Engineers and Architects (AEA Unit 43), of which plaintiff Mukhar is the
president, states at Section 10.1.1: |

On-Going Additional Retirement Contributions. Effective June 27,
2010, all employees who are members of the Federated City
Employees Retirement System will make additional retirement
contributions in the amount of 7.30% of pensionable compensation,

- and the amounts so contributed will be applied to reduce the
contributions that the City would otherwise be required to make
for the pension unfunded liability, which is defined as all costs in
both the regular retirement fund and the cost-of-living fund, except
current service normal costs in those funds. This additional
employee retirement contribution would be in addition to the
employee retirement contribution rates that have been approved by
the Federated City Employees’ Retirement System Board. The
intent of this additional retirement contribution by employees is
to reduce the City’s required pension retirement contribution-
rate by a commensurate 7.30% of pensionable compensation, as
illustrated below ., . “: [Emphasis added]

In addition, the union agreed to an additional one-time additional pension contribution “in
the amﬁunt of 3.53% of pensionable compensation, and the amounts so contributed will be
applied to redu_t:e the contributions that the City would otherwise be required to make
during that time period for the pension unfunded liability....” (Section 10.1.2) [Emp'hﬁsis
added] |
| 28. Thc unions also agreed to the City amending the Municipal Code to provide fdr the

payment by employees of these “additional contributibns.” The AEA agreement stated: “The

9 - © CaseNo. 1120V225926 |
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parties understand that in o.rder to implement this provision, an amendment must be made to the
Federated City Employees’ Retirement System that requires an ordinance amending the San Jose
Municipal Code.” (Exh. 11 at Section 10.1.4.) The POA agreement stated: “The parties
understand that in order to implement this provision, an amendment must be made to the Police &
Fire Department Retirement Plan that requires an ordinance amending the San Jose Municipal'
Code.” (Exh. 29 at p. 3 of POA’s Memorandum of Agreement.) See Exhibits 11,15, 17, 23, 25,
and 29. |

29.  As agreed with the unions, the City amended the Municipal Code provisions for
both the Federated Plan and Police and Fire Plans to authorize payment by employees of |
additional pension contributions and provide that these contributions could be used to offset the
City’s pension contributions. (See Municipal Code 3.28.775, 3.28.955 [Federated], 3.36.1525
[Police and Fire].) | |

30, Most of the additional employee contributions and/or wage reductions for fiscal
year 2010-2011 equaled approximately 10% of employee total compensation. In the following
two fiscal years, 2011-2012 and 2012-2013, the unions that had agreed to the additional emnployee
contributions agreed to teke the 10% reduction in total compensation as a straight wage reduction,
and other unions a greed to take or continue to take wage reductions. For those unions that did not
agree, the City imposed a wage reduction as paﬁ of the City’s Last, Best and Final Offer. True and
corfect popies are attached as Exhibits 10, 12, 14, 16, 18, 20, 22, 24, 26, 28, 30, 31, and 34,

31, During negoﬁ_ations over coinpensation, the City and its employee unions have
treated increased employee pension contribution rates as interchangeable with wage decreases.
Both are elements that reduce “Total Compensation,” which is the total cost to the City of pay and
benefits, including base pay, retirement contributions, health insurance, and other benefits.
Increased employee pension contributions have some advantages ever wages for employees, The
deductions are made pre-tax and are credited to the employee’s retirement account, which me.ans
that if the employee leaves employment with the City, the employee has the option of taking the
balance of the retirement account. During the later negotiations, the Cify received an e-mail from

a union representative making these points, A true and correct copy is attached as Exhibit 35.
10 Case No. 112CV225926
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Emplovee Cohtribgtions Towards Retirce Healthcare

32. Measure B requireé that: “Existing and new employees must contribute &
minimum of 50% of the cost of retiree healthcare, inclulding both normal cost and unfunded - -
liabilities.” (Section 1512-A: Retiree Healthcare,)

53. - Under the Municipal Code, the Ciiy’s retirement plans subsidize retiree health care

premiums for eligible retirees who have 15 or more years of service with the City. The retirement

| plans pay 100% of the premium for the lowest cost plan, offered by the City, for either single or

family covefage. Payments for retiree medical premiums are made from a retirement system
medical benefits fund, or a trust fund, which are accounted for separately from the pension funds.

34,  Inthe case of both the Federated and the Police and Fire Retirement Plans, the
Municipal Code requires that employees and the City make. contributions towards retiree medical
benefits on a one to one ratio. (Municipal Code 3.28.385(C); 3.36.575(D).)

35, Contribution rates for retiree healthcare benefits, which are separate from pension
contribution rates, are established by the independe.nt retirement boards based on data from the
board’s actuary. Historically, the contributions from employees and the City did not fully prefund
the cost of employee_rétiree healtheare benefits. In 2007, the Cify began to address the new
GASB ﬁeporting standards that required state and local governments to disclose the full cost of
“unfunded actuarial liabilities” for “Other Post-Employment Benefits” (“OPEB”) such as retiree
healthcare,

36.  Actuarial étudies reported the City’s unfunded liability for retiree health care to be
as high as $.1.65 billion, if it did not prefund the health care costs, and $1.14 billion if it fully
prefunded the costs. Attached as Exhibit 36 is a true and correct copy of a Memorandum dated
July 24, 2007, from myself and others to Mayor and City Coﬁncil, regarding “Retiree Healthcare.”
The memorandum attaches true and correct copies of repbrfs received by the City from two
actuaries: Report from Bartel Associates, LLC, re “Retiree Healthcare Plan, June 30, 2007,
Federated City Emﬁloyees”; Letter from Segal Company, dated January 12, 2007, Re Police and
Fire Plan GASB Results. True and correct copies of the reports are attached as Exhibits 37 and 38.

37.  After receipt of these reports; the Ci’ty Council directed City staff to begin
' 11 © Case No. 112CV225926
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negotiations with City unions over contributions towards payment of the full “Annual Required
Contribution” (“ARC”) - the contribution needed on an annual basis in order to cover the
estimated costs of the retiree health care benefit for current and future retirees. The ARC is
expressed as both a dollar amount and as a percentage of payroll,

38 Beginniﬁg in 2009, the City reached agreement with most City unions for
employees and the City to continue paying the cost of retiree healthcare on a one-to-one ratio, and

to phase in additional employee and City contributions, in the same ratio, to eventually fully fund

the ARC.
39.  The City reached agreements with the following unions:

e Association of Building, Mechanical and Electrical Inspectors (ABMEI);

s Association of Engineers and Architects, IFPTE Local 21 (AEA Units 41/42
and 43) (plaintiff Mukhar, lead plaintiff in the Mukhar case, is president of the
union);

» Association of Maintenance Supervisory Personnel, IFPTE Local 21 (AMSP)
(plaintiff Dapp, a plaintiff in the Mukhar case, is president of the union);

e City Association of Management Personnel, [FPTE Local 21 (CAMP);

. Intefnational Brotherho.od of Electrical Workers, Local No. 332 (IBEW);

¢ Municipal Employees® Federation, AFSCME Local 101 (MEF) (plaintiff in the
AFSCME case)

s Confidential Employees’. Organization, AFSCME Local 101 (CEO);

o San Jose Police Officers” Association (plaintiff in the S/POA case); and

e International Association of Firefighters (IAFF), Local 230 (representative for

employee plaintiffs in the Sapien case); the agreement with IAFF was reached

“in 2011 and the City and employees represented by IAFF began to phase in
additional retiree healthcare contributions starting in 2011.
True and cotrect copies of these Agreements and authorizing resolutions with unions are

attached as Exhibits 39 (agreement covering ABMEI, AEA, AMSP, CAMP, IBEW, MEF, and
CEQ), 40 (resolution approving agreement), 41 (resolution and agreement covering POA), and 2]

(resolution and agreement covering IAFF).

12 Case No. 112CV225926
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40. A typical agreement with the Federated unions stated:

The City and the Employee Organization agree to transition from
the current partial pre-funding of retiree medical and dental
healthcare benefits (referred to as the “policy method”) to pre--
funding of the full Annual Required Contribution (ARC) for the
retiree healthcare plan (“Plan”). The transition shall be
accomplished by phasing into fully funding the ARC over a period
of five (5) years beginning June 28, 2009, The Plan’s initial
unfunded retiree healthcare hablhty shall be fully amortized over a -
thirty year period so that it shall be paid by June 30, 2039 (closed
amortization). ....The City and Plan members (actlve employees)
shall contribute to funding the ARC in the ratio currently provided
under Section 3.28.380(C)(1) and (3) of the San Jose Municipal
Code. Specifically, contributions for retiree medical benefits shall
be made by the City and members in the ratio of one-to-one. . . .

(Exh. 39, AEA, MOA, Section 12.1)

41.  The payments of the full ARC were to be phased in incrementally but: “[B]y the
end of the five'yeér phase-in, the City and plan members shall be contfibuting' the full Annual
Reqﬁired Contribution in t_he ratio currently provide& under Section 3.28.380 (C) (1) and (3) of the
San Jose Municipal Code.” (Exh. 39, AEA, MOA, Section 12.3)

42.  The unions also agreed that amendments to the Municipal Code in accordance with

| this agreement were to be made and that “(t)he City and the Employee Organization further agree

that the Municipal Code and/or applicable plan documents shall be amended in accordance with
the above agreement and that the Employee Organization will support such amendments.” (Exh.
39, AEA, MOA, Section 12.2.) o

43.  This or similar language was agreed to by all Federated unions that are plaintiffs in

| these consolidated actions or who represent individuals who are plaintiffs in these consolidated

actions, with the exception of the Operating Engineers (OE#3), which represents the Harris
plaintiffs. Thé City imposed these terms on OE#3 as part of the City’s Last, Best and Final Offer.
True and correct copies of the Last, Best and Final Offér, and authorizing resolutions, are attached
as Exhibits 42 and 43.

44. The SJIPOA and IAFF also agreed to pay towards the full ARC, but with some
additional provisions. Their respective agreements cap the contribution towards paying the full
ARC at 10% of pensionahle pay for employees and provide for meet and confer and dispute

resolution procedures for amounts over that percentage. True and correct copies of those
13 Case No. 1 12CV225926
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Agreements, and authorizing resolutions are attached as Exhibité 41 (POA) and 21 .(IA'F F).
45,  The memoranda from myself ahd’ other City empioyées concerning retiree
healthcare benefits and the memoranda conceming or attached to the City’s authorizing
resolutions, Exhibits 36 thru 43 and 21, were made by and within the scope of the employees’
public duties, were made at or near the tinie of the act, condition or event described in the
memoranda, and reflect information from City financial and collective bargaining records.

Supplemental Retiree Benefit Reserve

46. Measure B states, “The Supplemental Retiree Benefit Reserve (“SRBR”) shall be

discontinued, and the assets returned to the appropriate retirement trust fund. Any supplemental

payments to retirees in addition to the benefits authorized herein shall not be funded from plan

assets.” (Measure B, § 1511-A.)

AT Under the Municipal Code, the Supplemental Retiree Benefit Reserve (“SRBR™)
was a feature of both the Federated and Police and Fire retirement plans. The SRBR brovided
retirees with a so-called “13™ check” on top of fheir other existing pension benefits (a monthly
pension;. aretirement healthcare premium subsidy; and a 3% yearly COLA.)

48.  Employee pension contribution rates to the retirement systems have not included
any amounts specifically attributable to the SRBR.

| '49. Beginning in 2009, the retirement funds began to experience significant increases
in unfunded liabilities. The large unfunded liabilities resulted in an anoxﬁaiy. Although the
retirement Systems had large unfunded liabilities, they earned enough ina particular year to have
“excess earnings” for the year — as defined in the Municipal Code — to fund the SRBR. And under
the resdiutions that established the methods for distribution to retirees, the SRBR in turn had
sufficient funds to make supplemental distributions to retirees.

50. Attached as Exhibit 44 is a true and correct copy of a Memorandum dated October
22,2010, from Debra Figone, City Manager to Honorable Mayor and City Council re “Suspension
of SRBR Payments.” | |

51.  Attached as Exhibit 45 is a true and correct copy of a Memorandum dated May 13,

2011 from Debra Figone, City Managcr to Honorable Mayor and City Council re “Continued
| 14 - Case No. {12CV225926
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Suspension of SRBR Payments.”

52.  Attached as Exhibits 46 thru 48 are true and correct copies of a Memorandum dated

April 9, 2012, from Debra Figone, City Manager to Honorable Mayor and City Council re

“Suspension of SRBR Payments” at pp. 4-5 (Exhibit 46); Letter dated January 13, 2012 from

i Cheiron re Federated Plan Supplemental Retiree Benefit Reserve as of June 30, 2011 (Exhibit 47);

Letter dated March 29, 2012 from Cheiron re Police and Fire Retirement Plan Supplemental
Retiree Benefit Reserve as of June 30, 2011, (Exhibit 48)

- 53.  Inthe memoranda to the City Council, the City Manager recommended suspension
of SRBR distributions due to “the plans’ significant unfunded liabilities.” The memoranda
attached as Exhibits 44 thru 48 were made by and within the écope of the employées’. public
duties, were made at or neéu‘ the time of the act, condition or event described in the memoranda,
and contain information obtained from City financial records. |

54, Beginning in 2010, City Cbuncil enacted resolutions to suspend distribution of
Federated SRBR funds for the fiscal years 2010-201], 201 1—2012,. and 2012-2013. Beginningin

2010, the Council enacted ordinances to suspend d_iétribution of Police and Fire Plan SRBR funds

for the same fiscal years.

55.  In2011, a number of City unions either made proposals or entered into tentative
agreements for the elimination of the SRBR in part or in whole. Attached as Exhibits 49 thru 53

Tentative Agreements with ABMEI (Exhibit 49), IBEW (Exhibit 50), OE#3 (Exhibit 51), CEO

|| (Exhibit 52), and MEF (Exhibit 53), to eliminate SRBR completely.

56.  After the enactment of Measure B, the City Council enacted Ordinance Number
29174 amending the Municipal Code to terminate the Federated SRBR and return its funds to the

general retirement fund, The ordinance became effective on January 4, 2013. A true and correct

|| copy of the Ordinance is attached as Exhibit 54. The City Council also enacted an ordinance

amending the Municipal Code to terminate the Police and Fire SRBR and return its funds to the
general're'tirement fund. The ordinance was enacted on January 29, 2013, and will become

effective on March 1,2013. A true and correct copy of this ordinance is attached as Exhibit 55.
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__Retiremenf System Actuarial Reports
57.  Thetwo City relitement systems, and sometiﬁes the City itself, obtain actuarial
reports coneemmg retirement system funds, liabilities and contribution rates to the systems for the
City and employees. Attached as Exhibits 56 thry 61 are ‘true and correct 00p1es of the following
reports received from system actuaries. ‘
Cheiron, Febraary 8, 2012, Letter {o Board of Administration re 5-Year Budget Projections
for Federated. [Exhibit 56] | "
Cheiron, February 21, 2012, Lefter to Director of Rehrement Serv1ees, Police & Fire
Department Retlrement Plan re 5-Year Budget Pro_;ectlons for POIIGC & Fire, [Exh1b1t 57
Cheiron, Decem‘oer 2012, Federated City Bmployees’ Retirement System, June 30 2012
Actuarial Valuation. [Exhibit 58]
Cheiron, December 2012, City of San Jose Police and Fire Department Retirement Plan,
June 30, 2012 Actuarial Valuatlon [Exhibit 59]
Cheiron, January 17, 2013, San Jose Federated City Employees Retnement System, June
30, 2012 OPEB Aetuanal Valuatlo_n Results, [Exhlblt 60]
Cheiron, February 7, 2013, City of San Jose Police and Fire Department Retirement,
System, June 30, 2012 OPEB Actuarial Valuation Results.. [Eﬁ{hibit 61j |

I declare under penalty of perjury under the laws of the State of California that the

foregomg is true and cortect and that I executed this deelmatlon on February 7/ ‘ 7 20 13 in

S%J J:%E , Cahfern‘la.

Alex Gu1 za

2046124.1
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TABLE OF CONTENTS OF EXHIBITS
TO DECLARATION OF ALEX GURZA
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EXH.NO. [ DESCRIPTION
VYOLUME 1
1 City Auditor’s Report, “Pension Sustainability: Rising Pensxon Costs Threaten
The Clty s Ability To Maintain Service Levels — Alternatwes For A Sustainable
Future” — September 2010 .
2 Coalition of Union proposal offered to City — June 18, 2010 (4:25 p.m.)
3 OE#3 Union Proposéls to City to pay increased employee contribution rate
4 IIBEW Union Proposal to City to pay mcreased employee contribution rate-—
May 14,2010 _
S 1 SI POA Union Proposals to City to pay mcreased employee contribution rate -
May 17,2010 and June 21, 2010
6 IAFF Letter and Proposal to City to pay mcreased employee contribution rate —
June 9, 2010
7 | Coalition of Unions agreement to make additional pension contributions — June
17,2010
8 Transcript of Christopher Platten’s comments to City Council - June 17, 2010
VOLUME 2
9 Association of Building, Mechanical and Electrxcal Inspectors (ABMEI) —
Resolution No. 75362 approving and terms of Last, Best and Final Offer,
effective June 27, 2010 '
10 ABMEI - Resolution No. 75810 approving and terms of MOA (7/ 1/11 -
16/30/13)
11 Assocmtxon of Engineers and Architects (AEA) — Resolution No. 75451
approving and terms of MOA (7/1/10 — 6/30/11)
12 AEA — Resolution No. 75777 approving and terms of MOA (7/1/11 - 6/30/13)
13 Association of Legal Professionals (ALP) — Resolutxon No. 75419 approving
| and terms of Agreement (7/1/10 - 6/30/11)
14 ALP — Resolution No. 75813 approvmg and terms of Agreement (7/1/11 ~
6/30/12)
15 Association of Maintenance Supervisory Personnel (AMSP) — Resolution No.

75452 approving and terms of Agreement (7/1/10 - 6/30/11)
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AMSP — Resolution No. 75778 approving and terms of Agreement (7/1/11 —
16/30/13)

17 City Association of Management Personnel (CAMP) — Resolution No ?5449
approving and terms of Agreement (7/1/10 — 6/30/11) _

18 CAMP - Resolution No. 75779 approving and terms of Agreement (.7;’ 1/11 -

- 6/30/13) _
19 Conﬁdential Employees’ Organization (CEO), AFSCME Local 101 —
| Resolution No. 74635 approving and terms of MOA (9/21/08 - 9/17/11)

20 CEQ - Resolution No. 75815 approving and terms of Last, Best and Final Offer
(9/18/11 - 9/15/12)

21 International Association of Firefighters (IAFF) — Resolution No. 75762
approving and terms of Agreement (7/1/09 - 6/30/13)

22 JAFF — Resolution No 75762 approving and terms of Agreement (7/1/09 —
6/30/13)

23 International Brotherho.od'of Electrical Workers, Local 332 (IBEW) —
Resolution No. 75450 approving and terms of Agreement (7/1/1¢ — 6/30/11)

24 IBEW — Resolution No 758 11 approving and terms of Last, Best and Final
Offer (7/1;‘11 - 6/30/12)

25 Operatmg Engmeers Local No 3 (OE#3) ~ Resolutlon No. 75453 approving

' and terms of Agreement (7/1/10 —6/30/11)

26 OE#3 — Resolution No. 75812 approving and terms of Last, Best and Final
Offer (7/1/11 — 6/30/12)

27 Municipal Employees’ Federation (MEF), AFSCME Local 101 —~ Resolution
No. 74525 approving and terms of MOA (7/1/08 — 6/30/11)

28 MEF — Resolution No, 75814 approving and terms of Last, Best and Final Offer
(7/1/11 - 6/30/12)

29 San Jose Police Officers’ Assocm’[lon (SJPOA) — Resolutlon No. 75 507
approving and terms of MOA (7/1/10 — 6/30/11)

30 SJPOA Resolution No. 75846 approving and terms of Agreement (711711 -
| 6/30/12) _
31 SJPOA - Resoiutlon No 76118 approving and terms of Agreement (7/1/11 -

6/30/13) |
32 Executive Management and Profeésional Employees (Unit 99) and Other

Unclassified Non-Management Employees (Units 81 and 82) — Resolution No.
75363 approving Resolution for 4.75% salary reduction, effective June 27,

' 2010,
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33 Executive Management and Professional Employees (Unit 99) and Other
Unclassified Non-Management Employees (Units 81 and 82) — Resolution No.
75436 approving Resolution for 5.4% salary reduction, effective June 27, 2010.

34 Executive Management and Professional Employees (Unit 99) and Other
Unclassified Non-Management Employees (Units 81 and 82) — Resolution No.
75780 approving Agreement for 4.75% and 5.4% salary reductions, effective
June 26, 2011,

_ YOLUME 3
35 E-mail from union representative Nancy Ostrowski (IPFTE Local 21) - March

7,2011 :

36 Memorandum from Alex Gurza to Mayor and City Council re “Retiree
Healthcare” — July 24, 2607 -

37 Report from Bartel Associates, LLC, re “Retiree Healthcare Plan, June 30, 2007
Actuarial Valuation, Federated City Employees”

38 Letter from Segal Company re “City of San Jose Police and Fire Department

Medical and Dental Insurance Plan, GASB Statements No. 43 and No. 45
Results Using Requested Assumptions” — January 12, 2007

39 Memorandum from Alex Gurza to Mayor and City Council dated April 7, 2009
re Agreements covering ABMEI, AEA, AMSP, CAMP, IBEW, MEF, and CEO
re Retiree Healthcare Funding ' '

40 Resolution No. 74882 approving Agreements between City and ABMEI, AEA,
AMSP, CAMP, IBEW, MEF, and CEO re Retiree Healthcare Funding

41 Resolution No. 74803 approving and terms of Agreement between City and
SJPOA re Retiree Healthcare Funding '

42 Last, Best and Final Offer from City to OE#3 —June 1, 2009

43 Resolution No. 74988 approving Last, Best and Final Offer from City to OE#3,
effective June 28, 2009 ' '

44 ‘Memorandum from Debra Figone to Mayor and City Council re “Suspension of
SRBR Payments” - October 22, 2010

45 Memorandum from Debra Figone to Mayor and City Council re “Continued
Suspension of SRBR Payments” - May 13, 2011 '

46 Memorandum from Debra Figone to Mayor and City Council re “Suspension of
SRBR Payments” — April 9, 2012

47 . Letter from Cheiron re “Federated Employees Retirement Plan, Supplemental

Retiree Benefit Reserve as of June 30, 2011 - January 13, 2012
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48 Letter from Cheiron re “City of San Jose Police and Fire Department
Retirement Plan, Supplemental Retiree Benefit Reserve as of June 30, 20117 -
March 29, 2012

49 Tentative Agreement with ABMEI re SRBR

50 Tentative Agreement with IBEW re SRBR

51 Tentative Agreement with OE#3 re SRBR

52 Tentative Agreement with CEO re SRBR

53 ‘| Tentative Agreement with MEF re SRBR

54 Ordinance No. 29174 amending the Municipal Code to terminate the Federated
'SRBR and retum its funds to the general retirement fund, effective January 4,

[ 2013
55 Ordinance amendmg the Municipal Code to terminate the Police and Fire SRBR
- -and return its funds to the general retirement fund, enacted on January 29, 2013,

and to become effective on March 1, 2013

56 Cheiron Letter to Board of Administration re 5-Year Budget Projections for
Federated - February 8, 2012 _

57 Cheiron Letter to Director of Retirement Services, Police & Fire Department
Retirement Plan re 5-Year Budget Projections for Police & Fire - February 21,
2012

58 Cheiron’s Actuarial Valuation re Federated Clty Employees’ Retirement

' System, June 30, 2012 - December 2012

59 Cheiron’s Actuarial Valuation re City of San Jose Police and Fire Department
Retirement Plan, June 30, 2012 - Decembey 2012 _

60 Cheiron’s OPEB Actuarial Valuation Results re San Jose Federated City
Employees’ Retirement System, June 30, 2012 - January 17, 2013

61 Cheiron’s OPEB Actuarial Valuation Results re City of San Jose Police and Fire |

Department Retirement System, June 30, 2012 - February 7, 2013
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Mercado, Marco

-From: Nancy Ostrowski [nostrowski@ifpte2 1.0rg]

Sent: Maonday, March 07, 2011 5:52 PM .

To: Rodriguez, Aracely; Donnelly, Gina, Suggs, Allison; Mercado, Marco; Sammeta, Vijay,
o Horwede!, Joseph - o

Ce: - Mukbar, Johr; Servin, Henry; Butcher, Dianna; MacKenzie, Cay Denise; Capaldo, Kara,

Dawkins-Thames Phyllis; Dapp, Dale; Phyllis Schulz; rossbayer@sbcglobal. net;
DRodriguez@ibew332.ong; f_mnkcrusco@sboglobal.net: stendeman@attnef -

" Subject:  Coalition Negotiations - Answers t the City's Questions
Importance: High '

Aracely,

On behalf of our Coalition, please find our answers to your 2 questions below.

1) Why do the coalifion feams prefer to make additional retirement contributions to offset the City's

_ confributions and a base pay.reduction as a meaus of achieving a 10% ongoing reduction In total

compensation?

The additional retiremént contribution provides two forms of relief for our membership. ‘First, the
additional retirement contribution is pre-tax and this additional contribution lowers the tax burden for
our members but still allows for the city to extract the full 10% total compensation reduction as directed
‘by the City Council. Second, with the uncertainty as to what other bargaining units may or roay not
concede in total compensation the specter of layoffs for our- members is very real. Assuch, the

additional employee retirément contribution that offsets the required city contribution is credited to each

individual employee and upou separation from the city that contribution would leave with the employee.

2) Can you please expiain the intent of the following fanguage excerpted from the Pension Reform
Proposal for New Hires Second Tier Retirement (Plan 2), “The retiree medical benefit will be defined as
the minimum pian amount paid to active members at the time the employee retires without future_

increases.” In other words, what retiree heaithcare benefit would employees In the 2™ tier receive?

Under our pension reform proposal, ne'w hires would pay the same percentagc for heal_th care that was in "
place for that employee on the last day of employment. For instance, if our proposal was adopted, a new
‘hire that retires would pay 15% of the premium and the increased co-pays, s per our proposal.

‘We look forward to sesing you af our next session on Wednesday.

Thank you,
Nancy

Nancy Jane Ostrowski

Senior Representative

{FETE Local 21 - South Bay Office-
408.291.2200

Fax 408.291.2203

This email message and any attachments contain confidential information that is legally privileged and infended
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COUNGIL AGENDA: . 08107107
TeEM: 2L

CTTYOF &

SANJOSE' _ Memorandum.

© CAPITAL OF SILICON VALLEY

TO: HONORABLE MAYOR ‘ FROM: Alex Gurza
AND CITY COUNCIL Mark Danaj
' Scott P. Johnson
SUBJECT: RETIREE HEALTHCARE DATE: July 24, 2007
- Daje
. 7 0 ™

COUNCIL DlSTRiC? N/A
BNl AREA:  N/A

RECOMMENDATION

Itis récommended that the City Council:
1} Accept lhe report on refires heélthcare

2} Direct staff to develop oplions to achiave fuli pre—fundmg of the retiree heallhcare
llabiity :

-3) Direct staff to develop options {o reduce the retiree healthcare fiability

: OUTCOME

Provide information.and ba'ckgrOund on the govermnment accounting rules related to fetiree
healthcare, provide information on the retiree healthcare liability, and explore options to be
considered to mitigate these costs.

EXECUTIVE SUMMARY

The Governmential Accounting Standards Board (GASB} recently :mplemented reportmg
standards that require state and local governimental agencies to disclose the full costof
unfunded aciuarial accrued (iabilities for Other Post Employment Benefits {OPEB), such as
retiree heaithcare, which include medical and dental benefits. The estimated unfunded
retiree healthcare liability for the City of San Jose is currently estimated {o be as highas
$1.65 hillion based on the most recent actuarial analyses. Factors that contribute to the
amount of the fability include the level of the retiree medical benefit, escalating costs in
medical premiums, the increasing number of retirees, and the City's current jeve! of funding
retiree healthcare benefits. Wis crltloal that the City, in partnershlp with employees,
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retirees, the retirement boards and union fepresen_taﬁyes, take prudenf measures o
address the liability; otherwise this liability will be even more costly in the future.

BACKGROUND

The Government Accounting Standards Board (GASB) has two accounting statements, 43
and 45, which require state and local govemment entities o disclose the full cost of “Other
PostEmploymeni Benefits” (OPEB). Afthough OPEB's include benefits such as post-
employment life insurance plans, disability, and long-term care, retiree healthcare benefits -
account for the majority of the unfunded OPEB's facing public employers foday. These
new reporting requirements include identifying the unfunded actuarial accrued liabilities for
such benefits and dis closing the amounts it the agency's annual financial statemenis,
‘similartc pension disclosures, ‘

Implementaiion of GASB 43 required the Gity’s two retirement plans to convert to the new
standard of reporting in the 2006-2007 fiscal year. GASB 45 requires the Gity fo conform to

't_he new standards in fiscal year 2007-2008. .

Although GASB 45 does nol manﬁate the pre-funding of OPER liabilities, the ongoing
failure 1o fully pre-fund these benefils may have a deirimental impact on an agency’s long-
term financial heafth and may adversely impact the agency's credit rating. Public entities,

including the City of San José, must calculate the liability, decide whether and how to fund -
the liabifity, and make decisions about curreni and future bensfits, - _

ANALYSIS AND GOST IMPLIGATIONS

RETIREE HEALTHCARE FUNDING METHODOLOGIES
Retiree healthcare benefils are pald In three primary ways:
1. “Pay-as-you-go"

The "pay-as-you-go" method is the way most agencies have paid for retireg -
- healthcare. The current years medicat insurance premiumsfor eligible retirees are
paid from currenl revenues. In this method, only the current annval premiums are
" pald and there are no funds sel aside while the employee is working in order to
ensure that furds will be available when the employee retires, From an actuarial
perspective, this means that the benetfitis considered 100% unfunded since no
funds have been set aside to cover future benefit cosis. '

2. Full Pre-Funding

Full Pre-Funding requires setti'ng aside the amount of money estimated to pay the
long-ierm costs to provide refiree medical insurance. This is the estimate thatis
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required o be calcufated pursuani o0 GASB 43/45 and i s:mﬂar to the est:maies |
developed o fund the pens:on benefit.

The full pre-funding straiegy is consistent wnth the principle that the cost of benefits
should be paid for as they accrue. In addition, by setting-aside sufficient funds fo
pay for fulure benefils, the interest eamned, and any other retum on investments can
serve 10 reduce the ultimate cosi to the City of providing the benefits in ihe future,
This is the same sirategy used to fund the pension henefit.

3. Partial Pre-Funding

In Partiat Pre~Fundsng some funds are being set aside fo pay for future heaithcare
liabllities, but at a level lass than Full Pre-Funding. :

CITY OF SAN JOSE'S CURRENT FUNDING OF RETIREE HEAL THCARE

The levet and eligibility for retiree healthcare benefits. for City employees are defined in the
Municipal Code. Conttibutions from both the City and current employees provide the
funding for these benefits: The contribulions are made as a percentage of pay for current
employses and are part of the contribution rates for the City’s two retirement plans.
Currentiy. conkributipns for retiree dental benefits are made by the City and the employees
in the ralio of eight-lo-three. Contributions for refiree medical benefits are_ made by the City
and the employees in the ratio of one-to-one (50/50 spiit), -

" Curtently, the retiree healthcare portions of the contnbutuon rates for the City's two-

retirement plans are as foliows:

Sy G Mrrent: Retﬁgqﬂe‘aitﬁéa‘fe”Fuh‘ In "V’ SRy
Emplovee C:ty

' : Contribution Contribution
‘Federafed., 1~ 3.32% 3.82%
Police & Firg " "3.78% 4.19%

~ Note: Calculated as a percentage of pay for current empinyees.

This method of funding retiree healthcare is unusual in that most agencies in California ara
part of the California Public Employees’ Refirement System (CalPERS) and do not fund
retiree healthcare as part of their retirerent conirthution rate.

Pursuant to the provisions of the Municipat Code, the confributions made to pay for refiree
healthcare are maintained in a Medicaf Benefils Account established for each of the City's
. refirement plans as a separale account within each refirement fund, However, pursuant to
the Iniernal Revenue Code, the maximura ambuni that ¢can be contribuied to the Medical
Benefits Account must not exceed twenty-five (25%) of the total contributions made to the
System (other than contribul:ons to fund prior service).
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The City's current funding is not “Full Pre-Fun’ding”-és c_iis_cuséed shove and can be " _
described as padtially funded. The amiount currently contributed by the City and employees

 is actuarially determined based on 15 year cash fiow projections for the Federated City

Employees’ Retirement System and 10 year cash flow projections for the Pohce and Fire
Dapartment Retuernant Plan. ) _

Please nobe that the cantribution rates above are only representative of the current funding
for retiree heaithcare and do not include the contributions for the pension benefit The
currant confribution rafes for the pension benefit (mc!udlng the amounts fisted above fur
retire.e heaithcare) are as follows:

~,;‘>‘0§1ﬂeni Re{fremenxaFﬁ;‘;aihg‘i(in“e!udmgm%‘hlth‘é’ai‘ej"‘r“ _

Employee : "City
Contribution Condribution
_ Federated _ 7.58% 4. 21.98%
Fire 11,26% = 25.81%
Pp!!ce R 11.67% 28.80%

‘Based on these contribution rates; in Fiscal Year 2007-2008 the City will coniribute a total

of approximately $436 milion into the retitement funds for the pensfon benefit and the
current feve! of contributions towards retiree heatthcare,

ACTUARIAL STUDIES or RE T?‘REE HEAL THCARE UABIU TIES PURS UAN TT0.
GASB 43/45

In order to dstermine the retiree healthcare liability pursuant to GASB 43/45, an actuary
must perform a studyt These studies, produce various estintates, '

Two of the key estimates resulting from an actuarial suj.dy are the following:

- Unfunded Actuarial Accrued Liabiity’ (UAAL)

When an actuary develops an estimate of the retiree healthcare Iiablhty pursuant to GASB
4315, the actuary estimates the Actuariat Accrued Liabllity. The Actuarial Accrued Liability
is the estimated total long-term fiability to provide the refitee healthcare for current retirees
as well as the estimated costs of providing these benefits to current employees when they

- retire. After taking into account any existing assets that have bean set aside to pay these

benefits, the actuary estimates the lotal Unfunded Actuarial Accrued Liability, or UAAL.

Before the focus on wtiree healthcare resulting from the requirements of GASE 43/45,
unfunded fiabiliies have been discussed primarily related to pension benefits.. Accordmg o
the State of California’s Legislative Analyst's Office, the average public pension system in
California has sufficiant assets to cover approximately 88 percent of the estimated liabliities
for future pensgion benefits, resuiting in an unfunded lidbility equal to approxunatety t2
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percent of these liabliities.! In the “Pay-as-you-go” method used by most agencies 16 pay
for retiree healthcare, 100% of the fiability is an unfunded fiability, and therefore the tiability
fs considered to be 0% funded, As a comper;san based on the current partial funding, the
funding ratio for retiree healthcare benefits in the Police and Fire Deparment Rettremant
Platris §% and 10% in the Federated City Employees’ Retirement System

Annual Required Contribution (ARG) .

In addition to caiculating the long-lerm lability, an actuary also caicu lates the amotnt of
mongy that would need to be contributed oni an annual basis in order to cover the
estimated costs of the retiree healtheare benefit for current and future retirees. This is.
referred to as the Annual Required Coniribution, or ARG. The amount of the ARC is the
normal costfor the benafits earned in the current year plus an amortized porion of the lotal
Unfunded Actuarial Accrued Liability, The ARC is ca[culated asa percentage of payroll,
which transiates to a.specific annual dollar amount,

Calculating the AR_G is simitar to the metht)d used to calculate pension benefits, which

' results in contribution rates paid into the retirement system to ensure that sufficient funds’ "

are available to pay the benefits, Although GASB does not requite agencies to fund the

- liability and make the Annual Required Contribution, a decision whether or not to develop a

strategy to address the retiree healthcare liability should be considered similar to the
decision regarding funding the pension benefit. Both are significant long-term liabilifies.

Assumptions :

An actuary who performs retiree healthcare stud ies uses various assumpﬁons in
developing the estimated liability. Cerfain assumptions will have a significant effect on the
estimated liability. -One of the key assumptions is the estimaled investimeént return or-
“discount rate.” In order to be able to use a higher discoimt rate assumption, such as 8%,
the agency must be conlributing the full Annual’ Required Contribution (Full Pre-Funding)

" and invest those funds in a pool of invesiments that afe estimated to produce the ingher

estimated rate of return. i an agency is not contributing the full ARC (such as agencies
that use a “pay-as-you-go” methoed), 2 tower discount rate assumption must be used whith
significantly.increases the total estimated [leb:hty

Other assumpttons used by an actuary, such as estimaled future i mcreasas in the cost of
medical insurance and the actuarial cost methed, will have an effect on'the est:mated
Hability. : _

THE CITY OF SAN JOSE'S RETIREE HEALTHGARE LIABILITY

- The Police and Fire Department Retifement Plan Board and the Federated Employees’

Retirement System Board retain theit own actuaries who each conduct actuanial studies.

© At the Boards' requests, each actuary completed a study of the retires healthcare fiabilily.

The most racent reports estimating the liability of the retiree healthcare benefits produced
by the Pofice and Fire Department Retirement F'lan s actuary, The Segal Company. (Segal)

TAs of July 1, 2005, the funding ratie for the penssm banalits in the Pellce dnd Flre Departmont Retirernernl Plan was
97.81% sid 81% {ur the pension benefits in the Fedemied City Empleyess' Refrement System,
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Discount Rate - T TS IR VUL I
(Rate of Retirn) -~ . . _.5*39% ' 555% . B{M’ L 7.75%
Uniunded Accrued - ' ' 1 . '

Actuarial Liabifity $812.8M $837.8M $550.4M  $584.7M
{UAAL} _ . _ S -

Totat UAAL - $4.65 Biflion - $1.14 Billion
I Funded Status o — -

(ratio of assets to AAL) 5% 10% 7% 14%
Annual Reguired ' I '
Contribution (ARC)’ $68.1M $66.3M $49.5M $51.8M
Total ARC S © $134.4 Million $401.3 Million
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and the Federated City Emplpyees’ Reﬁrement Systemr's ‘a'ctuary, Gabriel Roeder Smith &
Company (GRS) are attached. : . ' : .
In addition to the actuaries retained by each’ Retirement Board, the City has retalned an

actuary, Bartel Assodiates (Bartet), to assist in exploring allernatives to move towards pre-
funding the refiree healihcare fiability and/or {o reduce the retiree healthcare lability. In

_orderto assist the City in exploring options, Bartel performed its own analysis of the refiree

healthcare liability for employees and refirees covered by the Federated City Employees’
Refirement System. Bariel's analysis (alfached) resulied in an estimate of the liabifity that

is higher than the estimatas contaiped in the GRS report. The primary reasons for Barfel's -
‘higher estimated Fability include the ime value of money (GRS report of 2008 versus the

_Barle!l report of 2007) and different enohomit and other assumptions.

The various estimates provided by Segal, GRS and Barte! can be found in the aftached

. reports. However, for the purposes of this memorandum, the gstimated liability uses thuse

produced by Segal and Barlel. Based on those reports, the following is a summary of the
City's refiree healthcare hability: : ' ‘ :

? Estimaies are based upon he Entty Age No:'mal {EAN) actuarial cost method.
* e amounts listed are the tolal amual required comlrbutions Ingluding contributions mede by the City and
employees. ' ’
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Based on these estimates, the total Unfunded Accrued Actuartal Liability (UAAL) fo retiree

‘healtheare is as high as $1.65 biflion. [fthe City and smployees fully pre-fund the liability,

the higher discount rate can be used because the money can be invested and can-eama
long-ferm higher rate of return. This reduces the estimated liability from $1.65 billion to
$1.14 billion. However this requires making an Annuat Required Contnbutaon of $101. 3
miltion. _ .

A variety of factors contribute to the high cost of providing retitee heaiﬂma:e benefits.
These include the dramatic increase in the cost of healthcare, the number of years that
refirees receive the benefits and an increasing number of retirees due to the refirement of
"baby boomers.® For example, in the next fwe years app roximately one-third of City
empioyees will be eligible to retire.

I shou!d be noted that the above costs do hot inciude the cost to fund the pension

‘obligation and only include the refiree healthcare fiability, Apart from tite issue of the cost

of retiree healthcare, the City's retitement conlribution ratés have been ingreasing. tn
2000, the City's contribution rafe was 16.09% of pensionable-comperisation for the
Federated City Employees’ Retirement System and 15.70% for the Police and Fire
Department Retirement Plan. Currently, the Clty's contribution rates are 21.88% for
Federated, 28.90% for Police and 25.61% for Fire. This represents an increase of

. approxzmate!y 37%; 84%, and 63%, respectively. (Retirement benefit increases for swom

Fire personnel ate subject to the pending arbitration, and the contribution rates may
increase.)

CURRENT RETIREE HEALTHCARE BENEE] s

The level and eligibility for retiree heailthcare benefits are contained in the San José -
Municlpai Code as part of the retirement plans, Generally, eimployess are eligible for
retiree medical insirance coverage at fifteen (15) years of service, .Even employees with
15 years of setvice in the Federatad City Employées’ Retirement System and 20 years of

- service in the Police and Fire. Departiment Retirement Plan who leave City semce prior-io
retirement can qualify for fifelime retiree medics | msurance upon refirement,

“For ai;g;b!e retirees, the benefit provides for 100% of the premium cost for the lowest priced

plan available fo active employees for either single gr family coverage. (Thisis a higher

_level of benefit than active employees receive.) Since the current benefitis tied to the cost

of the premium rather than a fixed-dolfar amount, the long-term costs of providing this _
benefit is integrafly tied to the rising cost of healthcare, which is both a local and a national
issue. For example, the current monthly cost for Kaiser family coverage is $1,001.52. As
the chart below indicates, only seven years earlier, the monthiy cost for family coverage
was $438.28. This is an increase of 128%. During the same petiod, the Consumer Price
Index (CPI) in the Bay Area increased by by anly 21.06%.
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Kaiser Family Monthly Rates
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in addition to medical Insurance, generally efriployees in the Federated Cily Employees’-
Retirement System who have five (5) years of service and retire directly from active City
servics are eligible to recelve dental benefits. (n the Police and Fire Department
Retirement Ptan, employees with 15 years of service {or 20 years of service for those who
leave City service prior to retirement) can qualify for lifetime retree dental insurance upoh
retirement. The plans provide 100% of the premium cost for fhis benefit.

RETIREE HEALTHCARE BENEFIT COMPARISON

Since all public agencles are required to comply with GASE 43/45 in the reporting of retinee
healthcare kabilities, # & understandable to conclude that all agendies face simiiar
challenges, However, this is not the case. Of course, the fiability will vary accarding fo the .
sizes of the agency and the resulting number of retirees éligible for retiree healthcare.
However..a variabla that significantly affects the size of the liabllity Is the differences in the

{evel of retiree healthcare benefits provided by different public agencies,

Gity staff compared the healthcare benefit provided to refirses of cities and counties serving
populations of 100,000 of more in Santa Clara County, Alameda County, 5an Mateo
County; San Francisco City and Gounty, and Conira Costa County. (These are the same
agencias used for other comparafive purposes.) In svaluating the retiree heaithcare benefit
provided by these cities and counties, it was found that the majority of the surveyed .
agencias either conttibute a fixed dollar amount or use a formula to determine their
contribution toward retiree medical premiums, which generally resuits in a lower smployer
contribufion towards retires healthcare benefis.
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Insome agenmes the retiree healthcsre benefit varies by emp loyee group, The fotiowzng
is a comparison of the maximum 2007 monthly contributions for retiree healthcare

. premiurns provided to refirees of the largest nor-public safely employes group in each of
_the comparable agenciés. The amounts were calc:ulated fora ret:ree with 15 or 30 years of

service.

‘r“f_\& g .; )
g 5o :‘:b 1; lih‘eﬁa?s;‘
 Qakland . $80.80
Frement - $170.00 -
Hayward ' -~ $226.01. $228.01
1 Santa Clara {City) __$284.00 _ $284.00
Daly Cly - ' $404.56 $465.00
Barta Clara County $418.84 $418.814
| Alameda County -$341.564 $455.38
Sunnyvaie - $492.63 I . $402.53
| Berkeley - 344473 $494.14
- { San Jose “$1,001.82 $1.001.62
Cortia Cosla Counly $1,102.59 $1,102.59
Concord . ' $1,121.04 $1,121,04
i 8ap Frangisco $1,148.03 © $1,148.03

While the City of San Jose’s benefit is currently tied to 100% of the cost of single or family
coverage, the majority of the agencies tie the retiree healthcare contribution to a fixed dollar
amount or to a formula which is moré or less equivaient to a single coverage premium.
Since family coverage is currently $1,001.52 per month compared to $402.22 for single

coverage, the City's benefit is-significantly rictior and its costs contribute significantly to the
retirge hedlthcare habu!;ty

" The long-term costs of any retires healthcare baneflt that is tied to the cost ofa prem;um
‘will be significantly affected by the increases in healthcare costs as compared to benefits

that are based on a formula or a fixed doliar amount.

STEPS TAKEN BY OTH ER CALIFORNIA AGENCGIES 70 ADDRES 8 RETIR EE
HEALTHCGARE LMBIL!T!ES

The long-term liability for ratiree healthcars beneﬁts will hava a significant impact on
government agencies. The Civil Grand Juries in both Marin County and Contra Costa
County recently issued roports specificalty on retiree haalthcare benefits. The Contra Costa
Civil Grand Jury report-states that escalati ng retires healthcare benefit costs are

# 8an Mateo Caunty is not included above because they do nof provide a lifetime contribution towards retiree
medicat premiums. Relirees may use thelr unused, acctued sick leave balances to raceive 3 certain level of

retiree healthcare contributions. Upon exhaustion of the sick leave talance, the agency prowdes no further
contribution toward reliree heaithcare .
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threatenmg the County's fmanciai condifion and with it the abihty to deliver essential

services. The Marin County Civil Grand Jury report states that the County cannot afford to o
pay the Izabillty without dmstlc changes in its priorities, including rafsmg iaxes and!or -
reducing services.

Cities and counties across Catifornia- are begmmng {o take sieps jo address and mitigate
the costs assaclated with unfunded retiree healthcare benefits. Employers who have been
ysing a “pay-as-you-go” approach are coming fo the realizafion that this funding '
methotology is no longer sustainable consadenng the esf mated {ong-term liabiliies of
providing rei:ree heaithcare benefils.

The Czty of San Jose as weil as agencies throughout Calffomia must find solutions {o
address the significant unfurided Bability of refiree healthcare benefits, The following are
brief descnptzons of {he approaches taken and chai!enges facmg several Californta
agencies, - )

Contra Costa Ccu_n_ty

Conira Costa Comty’s refiree _hea!thc.are ﬁabiﬁty i estimated to be $2.6 billion. An outside

- consuliant advised the County-to set aside $216 miliion annually for the next 30 years to

reduce their Bability.. The Couhly's Board of Supervisors approved.a fiscal year 2007-2008
budget which provides $33 million for retiree healthcare, compared lo the $216 million
estimated annual required coritribution. The County continues fo work on strategies fo fund
the cbhgaﬁon n fui‘ure ye ars.

City ofi'mmont :

The-City of Fremont provides a maximum monthly reirribursement for retiree healthcare,
-and the amount varies by employee group. For exarnple, one union cenfract provides
* retireés with a flat rate of $200 per month as a retiree medical reimbursément.  [n recent
‘hegotiations with this group, the benefit was reduced for employees hired after July 1,

2006, and the monthly maximurm now varies from $0 to $200. (Only refirees with 20 or

‘more years of setvice are eligibte for the monthly maximum reimbursemént of $200 } This

fiat rate method daes ot ncrease with the cost of heal!hcare

San Diego Counw )

San Diego County Inifiafly approved a plan to cut off health benefits for employess who
refired after March 2002 to reduce its unfunded healthcare Eability, As a compromise,
recent refitees teceive an additional $400 a month in pension payments o help pay for.
medical insurance which is pald from resetrves. The County would like o create a trust {0
continue {o make the monthly payments to relirees instead of using reserves. However,
negotiations over the development of the trust have not yet resulied In agreements.
Several County and union officiais expect that this issue may go unresolved unfil the
expiration of the current union contracts.
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dmnge County

Orange County's unfunded ligbility was recently estimated at $1.4 biflion. The Counly was
able to significantly raduce its unfunded Hability by making several significant changes in .
negotiations with employee groups. The’ butk of the Savings carhe from medical program
‘changes such as establishing a medical trust to manage and invest County and employee’
contributions and maving refirees inio their own heslth insurance pool, separate from active
employess. Capping the annual increases of the amount congribute d towards refiree
heaithcare to 3% is also expected to result in-significant savings.

Orange Counly has taken other actionis such as teducing medical grant payments by 50%
once a retiree becomes Medicars efigible, reducing insurance payments for workers retiting
before age 60 and raising insurance payments for those over age 80, and freezing lump

All of these actions combined have worked to significantly freduce Orange County’s _

© Sum severance banefits at current levels for those employees leaving County employment, _
-urnfunded liabiiily.

- City g_nd-(:ountv.of Sap Francisco

From 2001 $0-2008, San Frapcisco's annual costs for refiree healthcare mora than
quadrupled from $23 miilion to-$101 miltion. 1n an effort fo reduce San Francisco's _
unfunded retiree healiticare fiability, San Franclsco ¢reated a new Refiree Health Benefits
Fund and hasincluded $500,000 in this fund as part of the Fiscal Year 2007-2008 budget,
However, this is a very small amount compared o the estimated $4.9 billion unfunded
liability, E o . -

San Frandisco is currently looking at other ways it can reduce ts unfunded liabliity, The

City of San Franciseo Is exploring the model used for ifs penision pian, which uses a
combiniation of City and employee contributions fo fund the system.

PRIMARY OPTIONS

* The two general strategies identified to address the healthcars liabliity, as well as

demonstrated by the actions taken by ather agenclés, are pre-funding the costof fufure
healthcare benefits and making changes 10 the retiree healthcars benefits themselves in

. order o reduce the totslg ﬁabjlity. Within both of these strategies, there are several options.

Pre-funding

As stated earlier in this memorandum, the full funding strategy is consistent with the

- ptincipie that benefit costs should be paid for as they accrue. In addition, by setting aside

sufficient funds to pay for future bensfits combined with the higher rate of retuim on
investments ofthose funds, it can serve to reduce the long-ferm cost of providing future

benefits for current Gity employees. This is the same strategy used to fund the pension.

benefit.
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Many agencies are considering the implementation of Trus! Accounts to allocate monies for

pre-funding reliree healthcare liabilitles. Currently, employees and the City contribute to a

Medical Benefits Account thatis a separate account in each of the refirement funds.

- Because of the IRS timitafion on maximum contributions info the Medical Benefits Account,
if the City and etmployees were to fully pre-fund the Hiabifity by making the Annual Requlred

Contribution, a separate Trust would need 16 be established. - ' _

However, full pre-funding of the currant refiree healthcare benefit is very expensive for both -

the City and employees. As described above, full pre-funding requires the City and

employees io contribute the Annual Required Contribution of $101.3 millioh per year. This
amount is in addifion to the contributions required to fund the pension benefits,

Partial pre-funding to phase Into full pre-funding over time is a less costly option up frons,
but may result in increased long-term cosis. Absent any Investment retisms thel may have .
been earnad by full pre-funding riow, the City and employseswouid bie requirad to pay
what would dtherwise be offset by those returns in fulure years. Any portion of the Bability -
that is unfunded must be disciosed by the City as a debt and any portion of the annual
+_conlributions that are not funded must be recorded on the City's financial statements which
may have an adverse impact on the overall finandial stability of the City.

" The cost of fuif or partial pre-funding wiii'requira-_tbe City and ‘etﬁp!dyees_to make many '
difficult choices. The City wili have to explore both revenue increases and diverting funds
~ from existing programs and services to begin furkiing its portion of the Bability.®

‘Benefit Changes

As noted on the comparative chart presented earlier.in this report, the curent benefits
provided to Clty of San José retlrées are among the richest provided relative to comparabie
agendes. Changes o current benefits that result [n a reduction in cost wouid in turn
reduce the averai! lability. ' ' EE

- Mén‘y opti{m—é exist regarding potential changes to the cuirrent benefits that would resuit Ina
reduction in flablilty. Some ofthe changes implemented by othier agancies include
healthcare plan design changes, adjustments 1o eligibility critaria and the elimination of the

-"impiicit subsidy” resulting from combining both active employea and retivee popuiations in
healthcare rates. -

The affected population can be divided into three general segments:
.1. Current retirees |
2. Current émptoyees

3. Future employees

* In fiscal year 2007-2008, $2 million was set aside for this purpose. However, these are one-ime funds.

+
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While changes in benefits could be appl:ed to only selected segmenhs of the affected
population and not to others, this l:mits any possxb!e reduction in the current totai Hability.

Apprcxnmate!y 50% of the liabi l:ty is attnbutabie to the cost of the benefits for current
retirees. However, there are fegal isstes involved in changing benefits for current relirees
and changing benefits for current retirees may be subject to legal chalienge.

If benefits are unchanged for curfent reti?ees, this leaves options to changes in the benefits

-for current and future employees only. Drastic reductions or even the elimination of
healthcare benefits for future empioyses with no change in benefits for current employees

wouid yield virtually no decreass in the Habiity for many years. This is because the
estimated unfunded labiiity primarily consists of the costs to provtde benefits to current
retirees and current e!;g;ble empioyees when they retire.

It is important to note that any changes to the beneﬁts for cutrent and fulure emptoyees is
subject to the meet-and-confer negotiation process between the City and the barga!mng
groups reprasenting the affected employees. " Additionatlly, there are also legal issues with
regard to changing beneﬁts for current empioyees: which requite review.

it is recognized that both pre-funding and benefit chatiges afe extremely sensitive and
difficult choices impacting the City, its employees and the community. However, the jonger’
there is a defay in addressmg the ﬁab;ttty, the moie costly and difficult those cho:oes will -
become in the fulure. :

Heatth-Risk Manaqemgnt (Weilnass)

While pre-funding and.bénaﬁt changes are the primary a'pproaches to managing the retiree

healthcare fiabiiity, it is important to note that wellness initiatives are important
complementary measures, In pursulng tese, otganizations ¢an potentially reduce the rale
of increase of healthcare premiums by providing employees and retirees with programs that

- assist individuals in addressing the health risks and chronic diseases that drive large

premium increasés {such as hypertension, heart disease, obesity, and diabetes}. The City
has already begun conversations.with stakeholders and plans to rol-out a health-risk
management pmgram befare the end of this fiscal year,

coucws:ou

GASE Statements 43 and 45 now require public agencies to report the long-term liability for
retiree healthcare and to record any portion of annual contributions that are not funded.
Actuaries have astimated the City's unfunded retiree healthcare liability to be as high as
$1.65 billion. If fully pre-funded, the Biability requires the City and employees to make an
Annual Required Contributions (ARC) of approximately $101.3 million. This amount is in
addition to the curfent contributions made to fund the pénsion berefit. Funding the cost of
this liability is a significant challenge for the City and employees. The City must take the
necessary steps to mitigate th:s fiability; otherwise the fiabitity wil contmua to escaiate.
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' EVALUATION AND FOLLOW.U2

Itis important fo educate our stakeholders to understand the refires healthcare costs and
the current liability. A Retiree Healthcare (GASB) Team has been eslablished consisting of
representafives of the City Manager's Office, the Office of Employee Relations, the Budget
- Office, and the Departments of Human Resources, Finance, and Retirement Services, The
Team is responsibla for establishing partnerships with vatious stakeholders, including
coordinating mestings o prov:de information and education regarding the retiree healthcare
lability, as wel as gathering input from a varialy of stakeholders. Key stakehalders and
partners in this efforf includé bargaining unit represéntatives, the CityLabor Alliance (CLA),
the Executive Management Forum, the Benefits Review Forum (BRF) the Re!urement :
Boards and the Refirea Assoczataons

It is vary important to remain mindful that any proposed changes for current and futura
employees mus! be discussed as part of the nagoliation process with the City’s bargalning
uni! representativee.  The CRy is currently in negotiations with several bargaining units and
will be negotiating w:th fva additional bargammg units during ﬂscai year 2007—2[}[}8

PUBLIC OUTREACHJLNTEREST

D Criteria 1: Re(;uares Council aolion on !he use of pubisc funds equal to $1 m:!lsorl or
greater. :
{(Required: Webs:te_ Poshng)

[:] Criteria 2: Adoplionofa new or revised policy that may have implications for public
* haalth, safety, quality of life, or financialleconomic vitality of the City. {Requirad: E-
mail and Website Posting)

1 criteria 3: Considerafion of proposed changes t0 service delivery, programs, staffi ng
.. that may have impacts to communily services and have been identified by staff,
Council or 2 Communily group thal requires spec:ai outreach. (Requlred: E-mali,
Website Posting, Community Meetmgs Natice in appropriate newspapers}

While this itern does not meat the critera above, th:s itern will be placed on the August 7,.
2007, Council Agenda and the mermorandum will be available to the pubiic on the City's
bs;te

COORDINATION

This memorandum was coordinated with the Budget Office, the Department of Retirement
Services and tha City Atiomey's Office.
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In advance of the August 7" City Council meéung copies of this memorandum wilk be
provided to the bargaining unit representatives, the Retirement Boards, the Refires
Associations and members of the Executive Management (Unit 09) Forum. In addition, the
memorandum will be discussed with the City Labor Alliance.

CEQA

Not a project -

W/J”"_MM/.

. AlexGurza .  Mark Danaj |
Employee Relatlons Direclor = Human Resources Diregtor

For questions pleass contact Alex Gurza st 408-535-8156.

Attacbment 1: The Segat Company- Report dated January 12, 200‘?
Attachment 2: Gabriel Roeder Smith & Compahy (GRS) Report, dated December 19 2008
Attachment 3: Baﬂei Associales Repoﬂ dated July 2007 :
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Retlree Healthcare Plan
June 30, 2007 Actuarial Valuation
- ¥ederated City Employees

July 2007
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City of San José - Federated City Em pioyees
June 30, 2007 Ret:ree Healthcam Actrarial Valuation

4

On June 21, 2004, the Govemmental Accountmg Standards Board approved Statement No, 45
{GASB 45), Accounting Standards for Other (than pensions) Post Employmerit Benefits (OPEB).
This report is based on the financiat reporting standards established under GASB 45. Historically
the City has partially funded the retires healthcare benefits. GASB 45 will sequire the City aceount

_for the retiree healthcare benefits on an accrual basis (as benefits are eamed). Weunderstand the
City is required to implement GASB 45 for its 20607/08 fiseal year’,

: Fundlng Policy: Currently the City contributes 50% of the cost of mediea bercfits and 73%
(8/11™) of the cost of dental benefits for retived Federated City employees, with the active Federated
employees paying the remainder of the cost. The contributions are rctuarially determined based on
15 year cash flow projections, For 2007/08, the City contribution rate for retiree medical and dental
benefits is 3.82% of payrol{; with the employees contributing 3.32% of payroll.

Funded Status; The plan funded status is équal to the Actuarial Liability (see definitions and .
assumptions section below) less plan assets When assets equa! Iiabilities, a plan is consxdered on
track for funding.

To conStder a retiree heaithcare pian funded for GASB 45 purposes, assets must be set aslde ina
trust that cannot legally be used for any purpose other than to pay retiree healthcare benefits, The
City's Federated retiree heaitheare plan is currently partietly funded. Plan assets are invested in an
imevocable trust together with {he Federated City Employees® Retirement System assets, This has
important implications on the diseount rate assumption vsed o caleulate plan fabilities (see
definitions and assumptions section below). We have prepared valuation results under 2 scenarios:

® ' Continue Current Futiding Poliey — Uses a blended diseount rate of 5.5 5%, which represents
actual contribution that is 20% between Pay-As-You-Go (5%, assumed long term rate of
return on City’s Genieral Fund) and full pre-funding (assurhed 7.75%).

_ W Full Pre-Funding ~ Coniributions made to an irrevocable trust with diversified assets which
are assumed to earn a 7.75% long term return.

" The followmg table summanzes the Federated plan’s June 30 2007 funded status {0635 omitted):

Current Full
* Funding Policy Pre-Funging

o 5.55% © 1.75%

M Actuarial Lidbility (AL)

» Agtives - ' $ 489,704 $ 333,186

+ Retirees o . 441,616 345,096
+ Total ‘ $931,320 $ 678,282
M Plan Assets® 93 537 93,537

‘W Unfunded AL (UAL) : $3837,783 $ 584,745

Assumes the City was o Phase [ GASB 34 implemender.
Estimated asseis as of 6/30/2007.
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Annual Required Contribution (ARC): GASB 45 doesn’t require an agency make up any shortfail
{unfunded lability) immediately, nor does it allow an immediate credit for any excess assets, Instead,
the difference is amortized over time, Annual Required Contribution is nothing more than the current
Normal Cost, plus the amortized unfunded liability or less the amortized excess assets. Simply put,
this contribution is the value of benefits earned during fhe year plus something to move the plan

- toward being on track for funding, For the City's Fedemted valuation we calculated the fotal ARC as
the total Normal Cost plus a 30-year amortization (as a level percent of pay) of the Unfunded
Actuarial Liability. The estimated 2007/08 Federated employee contributions are then subtracted to
determine the remaining portion of the 2007/08 ARC (000s omitred):

" Current - Fall
Funding Folicy Pre-Bunding -
_ 5.55% 1.75%

®  Total Normal Cost . : $ 26,463 $ 15,387
= UAL Amortization ' o 39,842 36.450
W 200768 Total Anmxal Requtred Contribution $ 66,305 - % 51,837
®  Less2007/08 Federated Employee o

Contributions (with inlerest to end of year) - 2,561 9,661
| 200748 Annual Required Contributian $ 56,744 $ 42,176
W 2007/08 Annual Reqguired Contribution as a _ _ :

percentage of estimated 2007408 payroil 20.2% . 15.0%

Net OPEB Obligation (NOO): The Net OPEB Obligation is the historical (from implementation)’
difference between astual contribitions made and the Annual Required Contributions. If anagency
has always confributed the required contribution, then thte Net QPEB. Obligation equals zero.
However, an agency has not *made” the euntnbunun unless it has becn setaside and cannet legally
be used for any other pLIrpose. :

’ T GASB 45 specifies the initial Net OPEB Obligation {at implementaticn} be set 1o zero.
@ ' ' SAN JOSE
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Annual OPEB Cost (AQC): GASB 45 requires the Annual OPEB Cost equai the Anmual Required
Contribution, excépt when an agency has a Net OPEB Qbligation at the beginning of the year.
When that happens the Annual OPEB Cost will equal the ARC, adjusted for expeeted interest on the
Net OPEB QObligation and mduced by an amortization of the Net OPEB Obligation (000s om:tted)

Current Full
Fuading Policy Pre-Funding
: 5.55% 7.75%
® 2007/08 Anpudl Reguired Contribution ) $ 56,744 $ 42,176
W Interest on Net OPEB Obligation 0 0
B Amonization of Net OPEB Obligation o Q-
™ 2007/08 Annuzl OPEB Cost . $ 56,744 $ 42,176

The foilowmg illustrates the Cl.ty 5 cst;mazad June 30, 2008 Net OPEB Obhgataon for the Pederated
City employees (000s anitted):

Current ' Full
Funding Policy Pre-Funding
. . _5,55% 7.75%
™ June 30, 2007 Net OPEB Obligation $ 0 $ 0
B 2007/08 Annual OPEB Cost _ 56,744 42,176
M 2007/08 Estimated City Contributions (£1.005) (42,1767
B June 30,2008 Net OPEB Obligadon o §48, 743 €t -0

The actual June 30, 2008 Net OPEB Obligation for Federated employees will d:ﬁ'er sllghuy from the
‘above because the City contribution will be different from estimated.

- Bytimated 2007/08 C;ty contribution = 3,82% of estlmai.ed Federatcd payroll, with interest tor end of year,
Assumcs fu!i ARC 1s contributed.

B4 - sl
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Projected Benefit Payments: The Federated results presented jn this report include the City™s cash
- subsidy as well as the implied subsidy (see definitions and assurptians section below), Fallowing
are }5-year Federated benefit payout projections separated into cash and implied subsidy (000°s

omitted):

Year
2007/08
2008/09
2009/10
2010411
2011/12

201213

2013114

2014415
2015416
2016/17

2017718
2018719
- 2019720
2020/21

021722

Cash
-Snbsidy
F 20,886
23,504

26410

29,639
33,070

36,534
39,955
43,585

47,556

51,325

54,852
58,518
62,543

66,662

70,437

Implied

Subsidy

£ 2,719
3,180
3,739
4,288
4,753

5,i54
5,549
6,053
6,667
7,253

7,711
8,260
8,972
9,698
16,313

Total
23,605
26,684
30,149

- 33.9%

37,824

41,688

- 45,504

49,638
54,222
58,578

62,563
66,778
71,515
76,360
80,750

Sensitivity: The above results are based on a30-year émorti_zation of the unfunded liability. -
Following illustrates the impact of changing the arhortization period to 20 years (000s omitied): .

. W 30-year amortization
e ARCS

ARC %

B 20-ycar amortization

/

®

ARCS
ARC %

July 23, 2007

Current Fall
Fanding Policy PmFundigg

5.55%, - 7,75%
$ 56,744 $ 42,176

20.2% 15.0%
$ 70972 $ 51,57

25.3% 18.4%

SAN JOSE
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Present Valuc of Ben efits; When an aetuary prepares an actuarizl valuation, (s)he fizst gathers

participant data (mc]udmg active employees, former employees not in payment status, participants

and beneficiaries in payment status) at the valuation date (for example June 30, 2007). Using this

* data and actuarial assumptions, (s)he projects future benefit payments. (The assumptions prediey,
among other things, when people wilt retire, terminate, die or become disabled, as wefl as what

 salary increases, general (and healthcare) inflation and investment return m:ght be.) Those future
benefit pay ments are discounted, using expected fisture investment seturn, back te the valuation date,
This discownted present value is the plan's present value of benefits, It represents the amount the
plan needs as of the valuation date to pay all fature benefits - if all assumptions arc met andno
future contributions (employee or employer) are made. The June 30, 2007 Federated retiree _
healthcare Present Value of Benefits is $1.2 billion using 4 5.55% discount rate (3798 million using -

a1.75% discount rate), with $442 million of this for former empioyees who have already refired

($34S million using 2 7.75% d;scount rate).

Actuana! Liability: This represents the pertion of the present value of bemf ts that participants
have earned (on an setuarial, not actual, basis) through the valuation date. The June 30, 2007
Federated retiree healthoare Actuarial Liability is $931 million using a 5.55% discount rate (3678
million using a 7.75% discount rate), with $442 million of this for former employees who have
already retired ($345 million using a 7. 75% discount rate).

Plan Assets: To consider a retiree healtiicare plan funded for GASR 45 purposes, assels must be set -
asjde in a trust that cannot legally be used for asy purpose other than to pay retiree healthcare
“benefits. The City's Federated retiree healtheare plan is currently partially funded. Plan assets are
invested in an imevocable trust together with the Federated City Employees’ Retirement System
assets. Estimated plan assets for the Federated retirce healtheare plan as of 6/30/2007 are $93.5
miltion.

Normat Cost: The Normal Cost represents the portion of the pre'sent value of henefits expected to
he earned {on an actuartal, not aetual, basis) in the foming year. The June 30, 2007 tot2) Federated
retiree healthcare Normal Cost is $26.5 million (9.4% of payroll) using a 5.55% discount rate and
$15.4 million using a 7.75% discount rate (5.5% of payroll)’ The Normal Cost, after subtracting the
expected employee contributions, is $16.9 million {6.0% of payroll) usmg a3.55% discount rate and
$5.7 millions using a 7.75% discownt rate (2.0% of payroll).

Actuarial Cost Method: This determines the method in whieh benefits are actuarially samed
(allocated) to each year of service. Ithas no effect on the Present Value of Benefits, but has
significant effect on the Agtuarial, L:ablluy and Normal Cost. The City’s June 30, 2007 retiree

. healthcare valuation was prepared usmg the Entry Age Nonnal, level percent of pay gost method.

Implied Subsidy: GASB 45 requires that the implied subsldy for retirees be included in the AAL
and the ARC for plans that are not community rated, An implied subsidy exists when the premium
for a group of employees is determined by aggregating the experience of the group. For exainple,

* assume we have one active employee and one (non-Medicare etigible) retiree with a $600 monthly
premium. The underlying medieal cost varies by age and gender and might actually be 5300 per
maonth for the younger active employee and $900 per month for older retiree. In this case, the

@ '. . MIFIF é‘%
Tuly 23, 2007 . g Sarit 1 AR KRR
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_ premium for the employee 15 subsxdmng (by $300) the prenmyium of the retiee. We valued thc
implied subsidy for all the City’s health plans.

. Aectuarial Assumptions; Under GASB 45, an actuary must follow current dctuarial standards of
. practice, which generally call for expticit assumpticns - meaning each individual assumption represents
the sctoary’s best estimate.

GASB 45 requires that the discount rate is based on the source of funds used to pay benefits. This
means the underlying expected long-term rate of refum on plan assets for funded plans. Under the
City’s cumrent funding policy, the City contributes more than Pay-As-You-Go but less than the fult
ARC. Inthis case, GASB 45 requires the discount rate he based on a blended rate. For this valuation,
a blended rate of 5.55% was used, assuming the actual contribution is 20% between Pay-As-You-Go
(5%, assumed fong ferm rate of returmn on City’s General Fund) and full pre-funding (assumed
7.75%). We also show resuits at 7.75% to show the impact of full pre-finding. The appropriate
_discount rate will be determined based on the plan’s actual asset diversification.

Another key assumption is future healthcare inflation rates. Actual 2007 medmal premiums were used -
{n the valuation. The inflation rate for HMOQ's starts al 10.4% (the increase in 2008 premiums over

~ 2007) and grades down o 4.5% (2017 premiums over 2016} and remalns at 4.5% inte the future. The
inflation rate for PPO’s starts at 11.3% (lhe increase in 2008 premiums over 2007) and grades down to
4,5% (201 7 premivms over 2016} and remains at 4.5% into the future. This assmnptrun means
heahheare is assumed 1o increase, on the average, 7.4% for HMO’s and 7.9% for PPO’s a year for the
next 10 years. Furthermoxe, sinee the valuation’s geneml inflation assumpﬁﬁn 18 3%, it also means
healthcare is assumed to level off at 1.5% over general mﬂaﬂon

Bf{ - - | B %%E
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The fol'lowing table summarizes medical benefits:

{1 ™ Medical Eligibility | ®  Sérvice or disabiity retirement directly from City with either:
' » . 15 years City service, or '
> Recelving > 37.5% final pay’

W Deferred vested members cligible at retirement if terminated with 15
years City service

M Medical Renefit { B 100% of lawest cast health plan available to active employecs
S 1 2007 Caps: o oo
> Single - $399.28 (Blue Shield HMO)
»  Family - $999.40 (Kaiser)
B Samc doilar Caps pre and post Medicare eligibtlity
Spauses, domestic partuers, dependent children covered

B Dentsl Eligibility | m Service or disability retire directly from City with § years City service

B Dental Benefit W 100% dental premiums for employee and dependents

® Vision ang Life | -Available at retirec’s expense

B Surviving Spouse | ® Eligibility:
Ben_efit

» Death while retired or before retirement but eligible. for retiree
medical and/or dental benefits, and.

»  Survivor receiving monthly swrvivorship aliowance
M RBenefits: :
> - Same medical and dental benefits continue

| | | SANJOSE
July 23, 2007 . _ Erirrad D5 um:_c\um
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Attachment 1

T SEGAL

THE SEGAL COMPANY- _ _
120 Montgomery Stree!, Sulle 500 San Francisco, CA 94104-4308
T 415.263,8200 F 415.263.8290 www.segalcocom

January 12, 2007
Via EMAIL and US MAIL

Mr, Edward E, Overion
_Directot/Retirement Services
'City of San Jose Police and Fire Department Retirement Plan.
1737 Notth First Street, Suite 580 ‘
- San Jose, CA 95112-4505

" Re:  City of Sau Jose Police and Fire Department Medical and Dental Insu rance Plan
" GASB Statements No. 43 and No. 45 Results Using Requested Assumptions

Dear Ed:

Qur original draft valitation report for the City of San Jose Police and Fire Department Medical
and Dental Insurance Plan dated October 24, 2006 was presenied fo the Board of Refirerment on
November 2, 2006. After the draft report was presented to the Board, a number of questions

~ arose regarding differences in assumptions and methodologies between our draft vajuation -
‘report and the vahation report issued by GRS (actuary for the Federated System) for the
Federated Medical and Dentai Plan.

We met with representatives of the City, GRS, representatives of the Retirement Boards and
Magcias and Gini (auditors for the City and the Retirement Systems) on December §, 2006 to
discuss the differences in assumptions and methods between GRS and Segal. As'a result of that
meeting, we were requested by your office to recalculate the GASB 43 and 45 results ‘with both
an 8.0% discount rate and a 5.3% discount rate, using both the Entry Age Normal (EAN) and
Projected Unit Credit (PUC) cost miethods. In addition, we have addressed sevoral issues in this
letter that were raised in our December 8 meeting.

> Rerun the GASB 43 and 45 resulis using bath a 5.3% discount rate and‘ah 8.0%
discount rate. : . .

aeneflits, Compensation 2ad HR Cansuiing  ATLANTA BOSTON CALGARY CHICAGD CLEVELAND OEHVER BARTFORO ROUSTON LOS ANCELES
MINHEAPOLLS HEW ORLEAHS NEW YORK PHILADELPHA PHOEMIX PRINCETON RALEIGH SAN FRANCISCO FORONTO WASHINGTOH, 0.C.

N.\ o .
-"“5{%“ Multinational Groug of Actuaries shd Cc L BARCELDNA BRUSSELS GUBLIN GENEVA HAMBURG SOHANMKESDURG LONGON MERBOURNE
o AT MECOCITY OSID PARS
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Mr. Edward F. Overion
January 12, 2007
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.

Qur original draft valuation report contained the results using both a 4.5% discount rate and an
8.0% discount rate, The 4.5% discount rate was predicated on the assumption that there would
be no change in the Police and Fire Board's contribution policy to fund the cashflows for the
medical and dental benefits payable over the next 10 years while the 8.0% discount rate was
provided for iltustrative purposes assuming that the liability would be funded on a full actuanal
basis. , S

In the GRS report for the Federated Medical and Dental Plan, they provided the calculation
using only the 8.25% discount rate they used for the Federated retirement benefit valuation
.. assuming that the fiability would be funded on a full actuarial basis,

At the December 8 meeting, the City requested that we provide an additional sef of results
. assuming a 5.3% discount rate under the current 10-year cashflow funding policy. The 3.3%
diseount rate ‘was caleulated by weighting an assumed rate of 5% that the City believed it
would be able to earn on its investment with the 8% retuen that the Police'and Fire Sysiem
would earn for contributions deposited under the current 10~year cashflow funding policy.

At the meeting, we requested the City to confirm that their 5% investment return assumption
was a long term assumption beeause at the current time, the yields on 10-year and 30-year
Treasury bords are in the range of 4-5%. We have also confitmed, based on & review of 2 2606
study prepared by the Police and Fire Board’s investment consultant (that we received for
another California public refirement plan elient) that their predietion for return on shorter term -
eash investments was about 3.6% per anuum over the next 20 years. )

At the meeting, Macias and Gini opined that the 5.3%! discount rate requested by the City for
the Police and Fire plan was within the reasonable range for such an assumption under GASB

' 43 and 45. We would defer to the Police and Fire Board’s auditor as the final authority in the
matter of selecting the ultimate discount rate. : '

> Rerun the GASB 43 and 45 results using beth the Entry Age Normal (EAN) and
Projected Unit Credit (PUC) actuarial cost methods -

Qur original draft valuation report contained the results using the EAN actuarial cost method,
the same funding method adopted by the Police and Fire Retirement Board for budgeting
contributions for retirement benefits. GRS had prepared results for the Federated Medieal and
Dental Plan using the PUC method even though the Federated Board uses the EAN method for
funding retirement benefits. ‘ _ :

¥ For the Federated Plan, the rate requested by the City was 5.6%.

4004862¢1/09381.102
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Mr. Edward F. Qverton
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The EAN method dévelops cost as a level percentage of payroll over each member’s active.
working lifetime. The PUC method develops costs that accrue in proportion to the value of the
service rendéred by each member. The PUC costs generally stari out lower but they wil}
continue to increase as a percentage of each member’s pay over their active working lifetime.
Both methods are acceptable under GASB 43 and 45 and we believe there are merits for using
a consistent actuarial funding method (i.e., EAN) for valuing the full actuarial accrued liability
‘for retirement, miedical and dental benefits. However, the choice of actuatial fanding methoed is
at the full discretion of the Retirement Board. '

> Healtheare trend assumption

Our original draft valuation report used an initial healthcare trend assumption of 12% per year,
grading down 1% per year down to an ultimate rate of 5%. The GRS valuation report for the -
* Federated Medical and Dental Plan used an initial healthcare trend assumption of 12% per year,
grading down 1% per year down to afl ultimate rate of 4%. The 4% ultimate healthcare
inflation assumption was also used by GRS as the general price inflation assumption. The .
initial issue was that Segal’s ultimate medical trend assumption was higher than the geveral
price inflation. o

At the meeting, we explained our belief that there would continue to be increases in the

. utilization of medical services, otc. that would cause healthcare expenditures to outpace general
price inflation. Since there would be rea) growth in wages, we do not believe a higher
healthcare trend assumption would result in a prediction that Healthcare expenditures would

_ constitute a higher and higher percent of the U.S. economy over a very loug period of time. In
addition, at a recent meeting among a number of actuaries that perform GASB 43 and 45
studies in California, the general consensus was that ultimate healthcare inflation would be
higher than general price inflation. The above argiments together with the observation that
actual healthcare expenditures have exceeded our near term healthcare trend assumption over .
the last several years led us to continue to recommend to the Police and Fire Board the
assumptions outlined in our draft report dated October 24, 2006.

It is our understanding your auditor is comfortable with our 5% ultimate trend rate assumption
and GRS would also provide an altermative set of results assuming ar ultimate héalthcare trend
of 4.5%.
> Percentage of Medicare Eligiblcs
Ourdraft valugtién report stated that we wérg using an assumption that 30% of retirees
reaching age 65 were eligihle for Medicare, A questior was raised at our Decernber 8 mesting -

as to the appropriateness of the 90% assuraption, given that individuals not eligible for
‘Medicare at age 65 are required to enroll in Medicare. :

4804862v1/09381.102
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Mr. Edward F. Overton
January 12, 2007
Page 4

After reviewing our valuation program we believe this assumption is appropriate, although the
‘use of this assumption has no impact on the valuation results. The reason that this assumption
has no impact on our valuation tesults is that regardless of whether a member is in Medicare,
the Plan will pay the maximum subsidy for all members reaching age 65 when we take the
Medicare Part B premi jum reimbursement into account:

.>- Implicit Subsidy

It is our understanding that for premium setting purposes, retirees not chglblc for Medicare are
pooi ed with active members. In general, the cost of healthcare for retirees is more gxpensive
than for active members. For example, the true cost for a retiree may be §500 per month and

the true cost for an active member under age 65 may be $200 per month. When they are pooled,
the average cost may be $350. The difference between the $500 truc cost for retiree coverage
and the $350 “pooled cost”, or $150 per month, is an “implicit subsidy” that must be valued
under the GASB 43 and 45 requirements. Both Segal.and GRS included the costs for the’
*“implicit subsidy” in their valuation reports.

- However, GRS reducéd the “implicit subsidy” based on the idea that retirces generally have

- fewer children covered than actives. We have reviewéd our intermnal caleulations and have
concluded that any adjustment we might incotporate to reflect the lower nummber of chikdren for
retirees would not have a material impact (less than 1% of payroll under the 4.5% discount rate
scenario where the total Annual Reguired Contribution ks 31.3% of payroll) en our valuanon
tesults.

Summary

We believe that all the actuarial assumptions and methods we used in our draft valuation report

- are: in accordance with acnepfcd actuatial principals. At the request of your office, we have
prepared additional results using a 5.3% discount rate and an 8. 0% discount rate, under both the
EAN and PUC actuarial cost methods.

The attached exhibit contains our original valuation results and the resulls using the

assuraptions and methods requested by the Board. AH results inthe table are based on the same

data used for our draft valuation report as of June 30, 2006. All actuarial assumptions ave -

identical to the assumptions used in our draft valuation report, with the exccptlon ofthe -
discount rate and the- actuanal cost nethod, as noted above.

400486210935 1.192
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M. Edward F. Overton
January 12, 2007
. Page5s '

If you have any questions, pleasé let us know,

Singerely, -

Paul Angelo, FSA, EA, MAAA
Senior Vice President & Actuary

" Enclosure

MAM/bgb

4004867v1/03381, 102

én—.mqe.”g,

Andy Yeung, ASA, EA, MAAA

- Associate Actuary
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Attachment 2

Gabiiel Roeder Smith & Company - $171 Towne Centre Drive 858.535,1300 phone
. Consulums & J\cmarir:: i Suite 440 | B5E.535.1415 fax
) San Diego, CA 92122-1238 wewvrmabridrocdetcom
December 19, 2006

Mr. Bdward F. Overton and Mr. Tﬁomas Webster

Director, Department of Retirement Services

1737 N. First Street. Suite 580

San Jose, CA 95112-4505

- Re: Valuation Rcsults using Alternate Actuarial Assumphons
Dear Ed and Tom: _

As you requested, we are providing alternate scenarios for the June 30, 2006 actuarial valuation results.
We have calculated results using the following scenarios:

I

e Lower discount rate of 5.6% with Projected Unit Credit (PUC) funding.
« Lower discount rate of 5.6% with Entry Age Notmal (EAN) funding |
« Lower discount rate of 5.6%, PUC funding and higher uftimate medical trend rate of 4.5%
o Lower dxscount rate of 5. 6%, EAN ﬁ.mdmg and mgher ultimate medical trend raie of 4.5%

Other than the changes noted above, we have used thc same data and assumpt;ons for this study as those
used in the Juae 30, 2006 valuation of retiree healthi benefits.

The Annval Required Contribution (ARC) is the amount that must be expensed under GASB Staternent
‘No. 45, We have calculated the change n the ARC under the four scenarios, all usmg 30-year
amortization:

» If the discount rate is lowamd from 8.25% to 5.6%, the ARC increases by $11,135,541 to
$35,485,078.

e If the discount rate is lowered to 5.6% and EAN funding is used, the ARC increases by
$10,814,423 to $35,163,960.

e If the discount rate is lowered to 5.6% and the ultimate mcdlcal trend ratc is changed 1o 4. 5%,
the ARC increases by $13,727,416 to $38, 076 553,

o If the discount rate is lowered to 5.6%, EAN funding is used, and the ultimate medical trend
rate is changed fo 4.5%, the ARC increases by $14,176,501 to $38,526,038. Resuits of our
calculations are enclosed.

In the {wo scenarios in which the ultimate trend rate has been 1ncreased to 4. S%, we retained the uitimate
trend rate for dental at 4%. : . .
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2 . December 19, 2006

With 3()-ycar amortization of the unfunded liability, the results are interesting. As would always be the
case, the acerued liabilities are higher under EAN than PUC due to EAN’s recognition of Liability earlier
in an individual’s career. However, there is higher normal cost under PUC, largely due to the relatively
0ld average age of the active membership. If a touch shiorter amortization penod was used, the expense
under EAN would be significantly higher than under PUC..

Enclosed is a bill. We are only charging you for three of the four scenarios presented. Once it became
apparent that the PUC and the EAN expense were reasonably clase if 30-year amortization is elected, we
wanted to show two scenatios under EAN instead of the one scenario initialty proposcd

Pieasc call if you have any questions.
Sincerely yours, ' ' _ : o |

Rick Roeder, FSA -  Rebekah Bayram, FSA
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Ciiy of San Jose

Sutnmary af Valuation Results

Seanarias with Aléernate Actuaricd Asnimpltions

Tyna 30, 2005

We hava caleulsted the Antual Required Contribwion (ARC) as deseribed in GAS 4§ far Accounting and Financiat Reporting by Empleyers far Peslemplaymitnt

Benefits Other Than Pensions. Note thal this amount {5 en secounting requirenient, not o funding fequirement. GAS 45 does not mandate pre-funding,

" Altermate Seenerios
GADOGE Lawer discount  Lower discount
. Original Lower diseauat Lower discount  Higher Ultimate Trend  Higher Ulilmate Teend
: Vatuatlon PUC EAN ruc ) EAN

Actuartal Lisbitity ' : _

. Actusriol Linbility - Active Lives £$160,292.376 $278409,615 $316,385,17 $295,526,681 £332,052,450
Acluntisl Lisbility - Tnsetive Lives $7,852,245 $12,304,747 $12,304,147 313034245 $13.034,246
Actuasisi Lisbiliey - Retired Lives 5 $349,254,205 $349.254. 005 2351851950 ' E3ST.51,959

Total Actusrial Lidhitlyy $443,313,512 1639,968,568 1679,947,123 $665.472,286 702,938,665

Funded Status . _

Acluarial Value af Assets 361281000 $2§,2688.000 581,288,000 $81,228,008 $81,288,000

Aclazial Lishility £443.313.512 3639368 568 §679.947.133 666,472 386 $702.935.665

Unfunded Actusrlst Liabilfly $362,025,512 558,680,568 $59€ 659,123 $585,184,885 621,550,688

Plan Funded Ratlo 18% 19% 12% 2% %

Required Bxpenst and Net Obligatian .

Morma! Cost ) 33,613,887 $t2,273,40 $10.201,002 313763819, $i2pen832

Amartization af Uafunded Actuarial Liability $20,735.650 $23211.938 324872958 $24313134 325,528,206

Asnoal Required Conlribution (ARC) $24349,537 $35485 078 . 535,163,960 $380076,952 $38,526098

Antugl OPER Catr ' $24349,537 $35485078 $35,163.960 * 338076953 - $38,526,038

et QPER Ohiigation 50 50 0 0 )

Arnsrtization Pedad {years) 0 30 30 3 30

Assumed Discount Rale 8.25% $.60% 5.50% | setm 5.60%

Payroli $275,558,882 $275,558,882 £273,558 E82 $275558,882 §275, 558 282

ARC 8¢ peroent of payroti- C 8.8% 125% 12.9% 13.8% 149% -
edica! Trend 12% graded 1 2% graded 12% graded 12% graded 2% graded
- downio 4% dawn s 4% down to 4% dawn o 4.5% dawn th 4.5%
Dentsl Trond 6% praded 6% preded &% graded 6% graded 6% praded
. ) dowt [0 4% dawn 124% down I8 4% dawn o 9% down 18 4%
Chﬁngs in ARC in relatian ia original valuation 514,133.54! 510,814,423 $13727.418 514,176,501
CAD ana Seinosiarsesy. odigueaLocat SelingsTomporasy memat S\ OIXRESERE GASE rostudy 2) s s 21232001 Bi64 AM
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SANJOSE Memorandum

CABITAL OP SILICOM VALLEY

TO: HONORABLE MAYOR AND FROM: Alex Gurza
. CITY COUNCIL - : o
SUBJECT: SEE BELOW - . DATE: April 7, 2009
2

APPrOV% . Date
~ | 3 2o /05
: COUNGIL DISTRICT: N/A
" SNIAREA: N/A

SUBJECT: RETIREE HEALTHCARE FUNDING

RECOMMENDATION

Adoption of a resoltion to provide as foliows:

A Approve the terms of agreements (attached) with the bargalning units listed below and
authorizing the City Manager to execute the agreements effective June 28, 2008:

Assoclation of Bullding, Mechanical and Electrical Inspectors (ABMEI)

_ Association of Engineers and Architects, IFPTE Local 21 (AEA Units 41742 and 43)
Assoclation of Malntenance Supervisory Personnel (AMSP) ' '
City Association of Management Personnel {CAMP) :
intemational Brotherhood of Electrical Workers, Local No. 332 {IBEW)

Municipal Employees' Federation, AFSCME Local 101 (MEF)
Confidential Employees' Organization, AFSCME Local 101 (CEO)

NamhwNe

B. Implement retiree heaithcare funding for Executive Management and Professional _
Employees {Unit 99) and employees in the Unclassified Non-Management employee unit {Unit
82) who are in the Federated City Employ_ees' Refiroment System, effective June 28, 2008.

QUTCONE

Adoption of the resolution and authorization to execute the agreements that would impiement
refiree healthcare funding agreements between the Gity and ABME], AEA, AMSP, CAMP,
IBEW, MEF and GEO, and fo implement refiree healthcare funding for Execullve Management
and Professionat Employees (Unit 89) and employees in Unit 82 who are in the Federated City
Employees' Retirement System, effective June 28, 2008. C

BACKGROUND

in August of 2007, City Administration brought forward to the City Councii a memo on Retiree
Healthcare. This memo provided information and background on the government gocounting
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HONCRABLE MAYOR AND CITY COUNCIL
Aprit 7, 2009

Subjett: Retiree Healthcare Funding
Paga 2 of §

~rdles refated to retiree healthcare, pro_vided information on the retiree healthcare liabilty, and

explored options to be considered to mitigate these costs, This mema can be found et
http:/fwww.sanjoseca.qovicleri/Agenda/080701/080 707 03.11.ndf.

This memo was pro'ni pted by the Gi_wemmentai Accounting Standards Board (GASB)
Implementing reporting standards that require state and local govemmental agencies to disclose

- the fuil cost of unfunded actuafial iiabiiities for Other Post Empioyment Benefits (OPEB), such .

as retiree healthcare, which include medical and dental benefits. The estimated unfunded
relires healthcare Hability for the City of San Jose was estimated to be as high as $1.65 biilion,
based on the most recent actuarial analyses at that time. Factors that contribule to the amount
of the tabllity include the level of the retiree medical benefit, escalating costs in medical
premiums, the increasing number of retirees, and the City's current fevel of funding'retiree
healthcare benefits. : : . \

In response 16 the size of this projected liabllity and its potentiat impact, the City Council
discussed retires healthcare fiabllity as an agenda ltem during two Councll meetings in August

of 2007. From these sessions, the City Council direcled staff to; B

1. Engage stakeholders in identifying strategies and altematives to-address our unfunded
. linbHity for retiree heaithcare, Represented stakeholders were to Include, ata minimum,
-employees, City Labor Alliance, Executive Management Forum, retiree associations,
retiremeént boards, and South Bay Labor Councll. '

2. Continue to survey how other cities and counties are addressing their unfunded
- liabilities. ' . : :

3. Engage experts, identified by the Administration and stakeholders, as necessary to
evaluate strategies and approaches that are identified by stakeholders or have been
implemented in other cities or counties. - .

4, Study haw pre-full funding of benefits can be' accomplished through a phased-in
approach.’ S

* As one component of the Stakeholder Process.-a Joint Committee on Solutions to Refiree
_Healthcare was developed. This committes included representatives from the Police and Flre

Department Refirement Plan and the Board of Adminisiration of the Federated City Employees’
Retirement System., The report can be found at ' , :
hitp:/iwww.sanjoseca.goviretireehealthcare/documents/Comm litee ReportonSelutionstoRetirest
galthcarel ssuesfinaireport. pdf -

The Joint Committée on Solutions lo Retiree Healthcare make numerous recommendations, two
of which were: : : ‘

1. The Boarnds shduld recommiend to the City the adoption of recommendation no. 1 of the
Public Employee Post-Employment Benefits Commission:

Public agencies providing OPEB [other post-empioyment benefits] benefits
should adopt prefunding as their policy. As their policy, prefunding OPEB
benefits Is just as important as prefunding pensions. The ultimate goalof a
prefunding policy should be to achieve fuli funding. ’

! City of San José Cduncil Memorandum, August 28, 2007,
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HONORABLE MAYOR AND CITY COUNCIL
April 7, 2002 :
Subject: Retiree Howllhcare Funding

Page 3of &

2. The Boards shouid recommend 1o the Clty !he adb‘ption of a reasonable ramp-up period,
i.e., one not less than five years, to reach full funding of the annual required contribution
(ARC) required by Govemment ‘Accounting Standards Board (GASB) Statement nos. 43
and 45, I '

The City also developed a stakeholder process and held sessions for all City employees to -
attend. As aresult of this stakeholder process, a Councii Report was developed that included -
key themes from the stakeholder sessions. This report can be found at: '
hitp:/Aww.sanjoseca.goviretireeheaithcare/dgcumentsfAttachment HoCounciiMemo061708.pdf
This report went to the Clty Council in June 6f 2008. The Council Memo accompanying this
report ¢an be found at: : B ‘

bj;gp:waw.ggnioseca.qovfmg[geheaithbarefdgcum' ents/CounciMemo061708.odf.

-Thié report provided that 6né of the themes that came out of the stakeholder process was to find -

a way to phase in full prefunding.

After tis extensive outreach and collaboration, diffetent options to achieve full pre-funding of
retiree healthcare benefils ware considered. As each option was explored, if was dotie within
the following contex: . , - : _

1, Based on an outside legat counset opinion, it was determined that retiree healthcare

" henefils can be considered a.*vested" benefit similar to the pension benefit and the City
determined that it would not be pursuing changes to retiree heaithcare benefits for
cuirent employees or current retirees. o

2. The level and eillgibiiity for retirée healthcare benefits for City employees are definedin
the Municipal Code. Contributions from both the City and current employees provide the-
funding for these benefits. The contributions are made as a percentage of pay for cumrent
empioyees and are part of the contribution rates for the City's two retirement pians. - ‘
Contributions for refiree dental benefits are made by the City and the employees in the
ratio of eight-to-thiee. Contributions for retiree medical benefits are made by the City and

the employees in the ratio of one-to-one (5Q/50 split),
In order to continue discussing with the City’s bargaining units the issue of refiree heafthcare,
the Clty obtained reopener agreements to enable the City to engage in coalition bargsining on
the subject of retiree healthcare benefits with the foliowing bargaining units:

Assoclation of Builditig, Mechanicat and Eleclrical inspectors (ABMEY) '
Assoclation of Engineers and Architects, IFPTE Local 21 (AEA Units 41742 and 43)
Association of Maintenance Supervisory Personnei (AMSP) .
City Assoclation of Management Personnel (CAMP) :

internationat Brotherhood of Elecirical Workers, Local No, 332 (iIBEW)

Municipai Employees’ Federation, AFSCME Local 101 (MEF)

Confidentia] Employees’ Organization, AFSCME Local 101 (CEO)

NOOI RN

Upon mutual agreément from each of the above bargaining units and the City, coafition
bargaining began in July of 2008, and a tentative agreement was reached with each of the
seven bargaining units on March 4, 2008, The Tentative Agreements have been ratified by all
seven bargaining unifs. : : ’
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HONORABLE MAYOR AND CITY COUNCIL
Apfil 7, 2008

Subjact: Rotirea Haalthcare Funding
Page 4 of .

In addition, the retirea healthcare sznding hés heen discussed with the Executive Maflagemer;{
and Professionaj Employees (Unit 99) through the Unit 99 Forum and they have been nofifted of
impiementation effective June 28, 2009, : '

It should be noted that a similar agreement with the San Jose Police Officers’ Assoclation has
already been approved by the City Councll and Is in the process of belng implemented for June
28, 2009. The City is crrently in negotiations with Operating Engineers, Locai Na. 3 and San
Jose Firefighters, IAFF Local 230, on their successor agreements as a whole, which inciude the
fopic of retiree healthcare. :

ANALYSIS

Tha following is a summary of the key provisions of the attached Tentative Agreements with the
seven bargaining units, and a summary of the key Information discussed with the Unit 99 '
Forum. _ . .

Retiree Healthcare Funding

- Currently, retiraes who meet eligibility requfrements receive refiree healthcare ber_leﬂts that
provide for 100% of the premium for the lowest-gost pian available to achive City employees.
Thus, eligible retirees do not pay for any portion of the premium for the lowest-cost plan.

The San Jose Municipal Code (3.28.380) provides that contributions for retiree medical benefils
shali be made by the City and employees in the ratio of ohe-to-one and contributions for retiree
dental benefits shall be made in the ratio of eight-to-three, However, the current ievel of
contributions by the City end employees to fund retires heaithcare are substanfialiy less than .
the Annhual Requlred Contribution (ARC) calculated by the Federated Pian actuary, Based upon
the actuarial study for the Federated City Employees’ Retlrement Systam as of June 30, 2005,
retirae healthcare benefits in the Federated Clty Employaes’ Retirement System are only 12%

- funded. :

Effective June 28, 2009, the Clty and ABMEi, AEA, AMSP, CAMP, {BEW, MEF, CEOQ, Unit 99
-and Unit 82 will transition from the cuirent partial pre-funding of retiree healthcare benefits to full
pre-funding of the Annual Requjred Contribution (ARC) over a perlod of five-years. The :
Federated Plan’s initial unfunded retiree healthcare liability shall be fully amortized over a thirly- .
year period so that it shall be paid by June 30, 2039 (closad amortization).

The cash contribution rate for plan members shall not have an incremental Increase of more
than 0.75% of pensiohable pay in each fiscal year and the City cash contribution rale shall not
have an incremental increase of more than 0.75% of pensionable pay in each fiscal year.

* Notwithstanding the limitations on the Incremental increases, by the end ofthe five year phase-
in, the City and pian membetrs shall be contributing the full Annual Required Contribution in tha
ratio currently provided under Section 3.28.380 (C) (1)and (3) of the San Jose Municipal Code,

Healthcare Cost Mitigation

1 the upcoming months, the City will be discussing with the Unit 99 Forum issues related to
healthcare cost mifigation. L

As part of the Tentative Agreements with the bargaining units, the parties agreed to commence
meaeting and conferring between January 1, 2010 and January 18; 2010, on tefiree healthcare .
benefits for future employees and a medical reimbursement program for future retirees.
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HONORABLE MAYOR AND GiTY COUNCIL
Aprll 7. 2008 :

Subject: Refiree Healthcare Funding
Page S 016

- The parties intend to engage in these negotiations in a coslition bargalning process, as was
done for these Tentative Agreements, with ail other interested bargalning units, if any.

1f no agreement is reachad, the parties wilt follow the impasse procedures set forth in the Gity of
San Jose's Employer-Employee Relations Resolution (#39367) and the Meyers-Millas-Brown
Act. The parties understand that this means that the City will have the right to unilaterally

“irplement in the event no agreement is reached at the conclusion of negotiations and
mandatory impasse procedures, but that the unilatgral implementation of retiree healthcare

. benefits for future employees shali not be effective before July 1, 2010,

The Tentative Agreement with ABME also includes a provision that after declaration of impasse
with respect to negoetiations over a-modification of retirea healthcare benefits, if the City provides
notification of implementation, ABMEI has the right to engage in a sfrike, or such other protected
concented activities on the employees’ own time provided such other protected concerted
activities do not impeds the performance of the employees’ assigned dutles. '

EVALUATION AND FOLLOW-UP

As noted earlier, these Tentative Agreements with the bargaining units include a provision that
‘the Clty and bargaining units have agreed to commence meetlng and confeiting between'
~January 1, 2010 and January 19, 2010, on retiree heaithcare bonefits for future employees and

.a medical reimbursement program for future retirees. ' :

healthcare cost mitigation. '

In the upcoming months, the City will be discussing with the Unit 92 Forum issues related to

PUBLIC OUTREACH/INTEREST

M Criteria 1: Requires Councit action oh the use of public funds equal to $1 million or
greater. {Required: Website Posting)} -

L] criteria2: Adopﬂon of a new or revised policy that may have implications for public
health, safety, quality of fife, or financial/economic vitaiity of the City. (Required: E-mait
and Website Posting} : . '

D Criteria 3: Consideration of proposed changes to service delivery, programs, staffing that
" may have impacts to community services and have been identified by ataff, Councilora
Community group that requires special outreach. (Required: E-mail, Website Posting,
Community Meetings, Notice in appropriate newspapers} :

This item meets'Criterion 1. This memorandum will be posted on the Gify’s website for the Aprii
21, 2008 Council Agenda. This memo was included in the Eaily Distribution Coundil packet.
COORDINATION

This memorandum was coordinated with the City Attorriey’s Office and the City Manager's
Budget Office. :
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HONORABLE MAYOR AND CITY COURCIL
Aptit 7, 2009
- Subjoct: Retlres Heafthcare Fuading

- Pagafoft

COST IMPLICATIONS

The City snd eniployees represénted by ABMEI, AEA, AMSP, CAMP, IBEW, MEF and CEO
and employees in Unlt 82 and Unit 89 wiit phase-in to fully fund the Annual Required
Contribution {ARC) over a five-year perlod. This will result in an incremental increase of up to
0.75% of pensionable pay in each fiscal year for employees, and &n incremental increase of up.
to 0.75% of pensionable pay in each fiscal year for the City. The Plan's initial unfunded retiree
~ healthcare fisbility shall be fully amoriized over a thirly-year perod so that it shall be paid by
June 30, 2038 {closed amariization). ' ' .

The maximum cost to the City In Fiscal Year 2009-2010 is approximately $2.15 miliion if the

incrementai increase was 0,75% of pensionable pay. The amount ls expected to be less than
0,75% of pensionable pay in 2008-2010, but the exact emount is pending an actuarial study by

. the retirement board's actuary. T

' S - Alex Gurza
. Director of Employee Relations

Far questions please contact A!éx Gurza, Director of Employee Relations, at (408) 535-8150.
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. -CITY OF SAN JOSE'. AND ASSOC!AT?ON OF BUI LD!NG, MECHANICAL AND ELECT RICAL INSPECTORS -
. MEDIAYION TENTATIVE AGREE%‘IENT :

-

ARTICLE 25 RETIREE HEAL THCARE UNDIMG

(Cmrant Arficte 26 ang subgequsnt articles to he rg-gumbered)

25.1

The Clty gg the Employes ;ggglzation agree fo transltlog from the cum_an; partial pre-funding of retlre

252

253

madica dantal heaithcare benafita (referrad to as the “polisy method®) fo pre-funding of tha full Ahtiua
Raguired c:on tribution 1539_1@113_@@@_}3@_%@ Plan™. The fransition shalt ba accomplished
oy phasing into fully funding the ARC over a ner{od of five {5} years beainnlng Juna 28, 2008, The Ian :
- Inftial unfunded ratiree healtho lzed over a thirly year period so t

paid by Jg,g]e 30, 2030 (clogad amum_z_gtion}, gmgggzatlog of changes in the unfundead retirae heaﬂhcara
i{abifity otber thag the Inltial retlrse healthcare fablity (o.41. gains, loseas, chanyes In getuaral -
ww@mmummwﬂ_mwmmmw '
emplovees) shail contributs to fugding the ARC in the yatio curently providet undsr Saction 3.28.380 {C}

{1} and (3) of the San Josg Mgﬂ[g!pgi Coda, Féggc;f‘callv confributions for retiree medical benefits shall be
made by the City.and members in the ratio o one-to-one. Gontribulions for reflrag dantal banefits shail ba

__mada !ha City a dme be o ofe ht»-lo-lhrsa When det_enniningthe conltribudion rates for

t mathod grid a

discount rg_te mn_glstentwf e_ re-fu _ fot the I souﬂmedl hls Artlcle

The Clty and the Employeie Organ! ggﬂgg'mnhg_r agroe that the Municipal Code andlor a_pplicab!e n!an _

docy i de coordance wilh tha above agragmant and that the E
Organlzation will support such amqur_uggjg_

ft is undarstood thag 16, reaching this agraement, the partles have baen igjgn_md bg cost estimatas

28,

265

: ibufl
San Jose Municibal Code,

prepared by tha Federatad City Employaes’ Retiretment System Board's actuary.and that the aclual

- gontabution rates to raach full pre-funding of tefirea healtheare wilt differ. The phasa-in fo the ARC shal|

be divided into five steps (using a strelght ine method), gach tobe effactive on the first pay-perlod of the

Clty'a flscal year In sach succeading year, The fist increment of the phase-in‘shall be effeciive !

28. 2008, It (s understood that beoouss of changes rasulling frorg fulute sctl@ﬂgugjga_l]gn&w

of each Increasa may vary upwaid o downward, The Gity and Emplovea Ormganization adrea that the

Plan membar cash conibution rats shall not have an Incremental ;ncfeasg of mote than 76% of

nauona le pay In asch fiscat veai g IS o shall hot have an Incremental
DS o g bla pay In i

» of banslonabis pa

healthcara cannot exceed 4 h
Ingraases, by the and uf the five year Qng a4n, the Clty en ngg members shall be cogtrlbuilng the fufl
at Ra G on I the ratio currently provided unde Sactlon 3.28.380 {C) (1) and (3) of {b

he City will astablish a quaified fru st} pefora June 27 2010, U Hl such iime 85 8 s
pstabiishad, the Cliy and employae contdbttlons under this agreemsnt shall be made Inta tha existing
Medical Banefits Account for as long the gontributions can ba madainto the he Medicat Benefits Account tn

ith IRS Hmitations. if the t |s not established prior to reaching the IRS fimifation, the

partles soree to maet and di soUSs gﬂerma_t ve funding vehicles, _
it s € aoba tve o[!ha giifes 1h tths t creatad pusuant fo raasnant shall becorme tha sola

fupding vehicle for Fedemted retirgs hggitncare bep afils, gubiect io any lgal res!gct!gng undear tbg current
plan, or pther applicable faw,

March 4, 2008 ' ‘ *‘;7 0

Page 1 of 3 —;_,L{f
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OITY OF SAN JOSE AND ASSOOIAT!ON OF BUILDING, MECHANIGAL AND ELEOTRIOAL INSPEOTORS
ME’DIATION TENTATIVE AGREEMENT

| ARTICLE9 FULL UNDERSTANDING, MODIFIC ATION AND wﬁwea

meﬂma@mmmmmmwcmwmmmnmmwm
Wmmmwmumwmgma

H%WHWHWWW&IBMW@%W&WW _

; {mmwwahmm%mgaﬁaﬁenwwdmsaﬂe&eﬁmﬁm&mmmmﬁm%hmm%m

- WMIWWMM@W%WMWM

i _ mmdmmmmwemﬁmww@ummmwamHWMMemt :

. mwmwﬁmmumﬁpmmmmmmmmmmmamwm%m

;nwmwammwﬁ%%mmm@wmmmmmm
trikes,

5 y (o8 MI Hon,

otwiths! ndin ‘any oliier provision of § s Agrae tthe rae o ¢ e' aeflng and

8
{ : gmgjggges and a medlcal raimbursament Qrogram for fulure reglrag@;,
Ry
9_,. 2. e ggmes de fo. enqage in_the foregoing neggttatlogs in a coaition baran!nq procagg.,ﬂim_aj
gther interesied repre alii . However, negoliaflo
Employes Orqmaﬂcn shatt COmUNENCe e Mﬂﬂﬂl—!ﬁﬂ-’ 19, 2010, wﬁh 4 wubgu!.ngﬁmm
of any other barggiping unlt. The Cily and Emplovee Ogggngaﬂun shall negotga!e Iry good faith in an

effort to reach s putual agreement,

las understa at this means notwi tther provls i the
ML@M@EMMM n the avent that no garesment Is anched at the
conclyslon of negotlations and mendatory Impasse procedures, T he patiles also agrae that, attar
mmmﬂmaﬁ&wmover a madficalion of reJ__ij&amhﬂ_me hoa gfits,
if the Cily proyidas nolificafion of impleraniation, the Omanization has the fght to engene ina :
sirlke,or auch olher protected ooncetled actlvities oh the amployees’ awn time provided such atﬂgg
profocted_ soncerted activifies do not inpsds the parfornance of the ampleyees’ assignad dulies.
Ero;ected gogoeriag activities shail nof Ingjude partlal sirkes (stich a8 refusing {o work oyertime,
' Ing in-a sl¢ accaptinn some work taske and refusing fo perform others), Intermittont
strﬁqea ; gnd sit-down sitikes, The City agreee that a !mug;e;al implamentation of retirea hoakthoare
benefits for ullire employaes shalf not ha affective before July 1, 2018,

- | ‘ : March 4, 2009 % -t 4 .
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_CITY OF SAN JOSE AND ASSGGIAT!ON OF BUILDING, MEGH&NICAL AND ELECTRICAL INSPECTORS

MEDIATION TENTATIVE AGREEMENT

This agreemmr Is atif considered tentative ond shall not be consrdemd ﬂwf or hinding unti ratified by the
. membership and approved by the City Councll. This document sets forth the il agreements of the parties

reached during confidentisl modiation. Anything not Included in this document Is not part of this tentative
agresment. If this tentative agresment s nol ratified by the membership or not approved by the Gity Council, the
partios’ pasitions wi revert to the last an- tha-record proposals priar to mediaton, - 'me provisions set forth above

- shall be fnco:purafed In any successor Momorandum. of Agmamenr.

FORTHECITY: o FOR THE UNION:

NLEX € : E T;m j’n,g,
g | Fresd
2-4-09 | L ey
March4.2009
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C{TY OF SAN JOSE AND ASSOCIATION OF ENGINEERS AND ARCHITECTS

AFPTE LOCAL #21

MED{ATION TENTATIVE AG REEMENT

ART-IGLEJB—REI-’IREMEN’F '

Me@aﬂm&hﬂmk&a@hedamgmmm%ubj%mmke&heaﬁhe&m
borsHis—~Thoroforethe-parties-agrea-do-continuedo-Mest.and-Conferregarding
ehanges%&haa&hemm&mm{hmmw@a@-eﬂmmwmt _
retiromont-boneliis-estfori-nthe-Munlsipal-Goda-will contlnue-durng-the-term-of
WM&M&&MWaM&MemewW

Th&paﬁle&mtené-teen%ﬁ-th@%mgeingmgaﬂaﬁm&msaahheﬁ .
bargaining-process-with-albotherintarastod-roprasontad-bargalning-uRits, rany:
Howaver,-nagoetiations-hetwoen-the-Gity-and-AEA-chall.commenss-ho-lalerdhan
March-2008-with-orwitheut-the-paricipation-of-any-other bargalnlng-unit—The
&wﬁd%%eheimgauatemm&Mwaweﬁeﬂmam«mm
agreemshl:

Ifw%@%ﬂ%l%ﬁﬂmmmsedumme '
GMM@&@&E&W&E@W%&M&H{#@&&}M
The-City-and-AEA-agroa-thatimpasse-willhot-be-declared-any-earller-than-June-30;
%M&Mrea%%m%r&!ﬂmﬁameﬂwhmam&m
haaﬂhearebeﬁeﬁt&#emmmuan}ehangmhmaheaﬂheam-beneﬂm—bm
sﬁe&WeJeHheMunislpal%mpmyeea—FedemﬁeMMEF-}-

ARTICLE 12 REIIREE HEALTHCARE FUNDING

124 The Gity ar and Ihe Emmoyge Ogganlzatlon ggraa to transftion from the curtent ga_n{ai nre-

funding of retlrae medjgai,gnd ertal negjjhog;a Q@g,e_ﬁgs {refarred {0 aa the ggi]gg,:
method” —fu 8 full. £ butlt
. 121 e i1a ] S 2t i

sodsothat saiba Jue 209 osed a zaflon

changes n the unfunded ;_gl;;gg healtheare fiability other than 1he iniilal retiras
afthcare fiabilily {e.0. gals, fosses, changes in actuarial ons, efc.) 1 .
determined by the Plan’s actyary. The gg; mj Elag memp @ (actwe Bmglgygfé} shall

contibule fo funding tha ARC In the 12 Yg e 58
A1 and 3 of he San Jose Mun[c]ggj Goda Spagjwally, cog{r_l g

. > made ¢ y and members in the ratio of one-
co trlhutl rreﬁ de ta! ben fll shali ba mada by the City andm@mp_m_tb_
ratio of g,g«ht—to-{hree econt ites for the Pian, the Plan
actuary shall continue to e B : d and a

Adticle,

Aed L &4 1t
lan as outlined in this

ry sh #)
disoount rate conslsteniwiﬂ*a the nreufunﬂipu palley for th

* Morch 4, 2000 /F\’
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GITY OF SAN JOSE AND ASSOCIATION OF ENGINEERS AND ARCHITEGTS,
IFPTE LOGAL #21 |

- MEDIATION TENTATIVE AGREEMENT

ARTICLE 3 AGREEMENT CONDITIONS

12.2__The City and the Employee Organizafion further agree thatthe Mun{cipaj Cods and!gg
gg!icabie plan dosuments stiall ba smendsd in aucmdaﬂgg_y_g&nmg ahove agreament
and that the Employee Oanization wil supﬂgﬂrt stch gmgndmants

128 It s undarstood that In reaching this anrestment, the partles have bean Informed by cost
estkmatgs prepated by the Federated City Employees’ Retirement Systemn Board's

d that the aciunl contribid s {o rea —ﬁmdi fifg
hea[thcana will differ. The phase-in to the ARC shall be di va slaps (using &
tra t {ina mothod), each ig' be efiective on the first pay gedod of the Cily's fiscai year
succaedi neremant of the phase-dn shallbe e g
28, 2009 it [s unda;g!guﬁ 1ha§ beme o[ gjgﬂggglg gjlijﬂg f[og] fuf gzg aciuarial

o, Lt | L B 5O wrwarg., in 5 H
!o 0 njzafi ree that ¢ ba ca 'bu ! {e ghali not
have an Incremental inoregsa of more man 75% of pensionabie pay In each fises! year
-and the City cash contribution rate zhall not heys an incremeantal increase of more than
. 5"@ of geus!ougb&g pav n each fiscal vear, For mmpie. if itm:ggm
A% of pansionabia pay, the subseguent fiacal years antribution rate for etifes
uegjthca[g gannof exeeed 4,75% of penslonable pay, Notwithgtangj ng tha imliations on
the Incremental Increases, by theend of the five vear phuse-n f
members shall he contriuting the full Aonual Reguired Confribution In the ratlo currently
provided undar Section 3.28.380 (C} {1} and {3} of the San Jose Munielpal Gode.

124 __Tha City will gé.!g.hﬂsh HQQMMMM@ELQMKMMM
a Trust Is ssiahlished the Glty and oves contriputions under this agreemant shall
ba made into.the existing Medical Banefits Acgount for gs long the contrdbutions can ba
made injo the Medical Ben Baneflts Account In accordance with [RS fimitations. Mf the Trust
is hot establishod ptiorfo or fo_reaching the IRS Wtmitation, the parties mg_jgmgg!_md_
discusa gitemative funding vehidlas,

12,6 _ftIs the ablogilve of the parties that the Trust oreated pureuant fo ihis soreemeant shail
begoma the sole fundlng vehlole for Federated ratiree ha v banefl

lagai reatrictkmau der the cunént plan, or ofhar cabf

3.1.5 He_all Cost

I 2 ] i
comimnanne i nd aryin an Janua 2010, 8
2016, on re althcaire bonefils fur fultire em a8 edi
@mwmmwm
3.1,5.2 Tha parties Intend to engage in t ol otigflons In & coallllon
inl rocess wit har Intetestad repragentad barganihg units, I g
Howsver, negotigtions betwaen the Cily and Emmpﬁmm@mwmu

commencs no faler than January 19, 2010 wi ithout participafion of eny

-

Merch 4, 2000 % '
Page 2 of 3 ,5’,_,\100\' _
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CITY OF SAN JOSE AND ASSQCM'HON OF ENGINEERS AND ARCH{TEGTS,
IFPTE LOCAL #21 .
MEDIATION TENTATIVE AGREEMENT

other | mﬁmmwmmmﬂmm
good faith in an effort to reach @ mutual agreoment, .

3.1.5.3 tf na agrgggent is reached, t!je pariies will follow the lmpasse gr_ggﬁ ures ael

. e tatio o mttrae hea!lh : baneﬂts ar future
' gmnloveeg §t! all hot be ej‘f_clhre before July 1, 2010.

This agreement Is stfﬂ cons!demd feniative and shall nol ba considered final or binding unm'
rafified by the mearnhership and appraved by the City Council. This document sets forth the full
agreemonts of the partias reached during confidential medislion. Anything not Included In {his
docimant is not part of this {antafive agreement. If this tentalive agreement is ol ralified by the
membership or nol appmved by tha-City Councll, the pattias’ positions wifl rovert to the fast on-
{he-recond proposals prior {o moedigtion. The provisions sel forth above shaﬂ be incoporaled in

any succassor Memorandum of Agreemeant,

FOR THE CITY: ' o - FOR THE UNI@N
hLox GueAs  1TE QL{Z@J o/

%Pqﬂoo".‘ ‘ %«azfu _%z ‘205).?.

March 4, 2008 /F\ /)VU‘)
Page 3 of 3 # :
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* CITY OF SAN JOSE AND ASSOGIATION OF MAINTENANCE SUPER\HSOR‘(

PERSONNEL

MEDIATION TENTATIVE AGREEMENT
RETIREMENT '

mmmwmwammmwMMMMeth

parties-will-commense—he-Meet-and-Confor-progess-fegarding-these-herotite-na-sanier{han

%mmam&wmsm@mmsmmmmmwmﬁemmum
8. .

RETIREE HEALTHCARE FUNDING - it il

" The City and the Employes Otgaplzation agre g :g g;anslzlon from the cur[gu; parilal gra—,fg@j |

of retiree madical al haalthcarg benefits {re to as the “polioy method™) to pre-

{unding of the fult Annuai Required Contribution {ARC) for the retiree heaimgg;g plan ifﬁlg n),
Tha fransltion shall be sccomplished by phasing into fully funding the ARC over a petiod of five
{5} years beainning June 28, 2009, The Plan's Initlel unfundad retivee healthcare fiabjlity ehalt

be iy amortized o ar perlod sa that it shall be nal une 30, 2039 {closed

- amortization), Amurig zation of changes ¥ the unfunded ratires hegfthoare Fabiiily other than the

jﬂ!ﬂai retiree healthcare |labliity (e.¢. galns, Josses, changes in gggg[iai agagmp_ﬂons, otg.) shall

ba detepmined by the Plan's actuary. The an me; ective &
centribyte fo {unding the ARG inthe @ho curye nily provi ded undgg Section 3,28, 3§Q {G) (1) ang
the San Jo unicipai C6 g S ecl ontii tM]ona for retiree nmrcai bensilis shall

be mede by the Clty and members i 1, ( & gantsl
benefits shajl be made e Clty and mem ther t-to—thre

-datenﬁl the unlr!bu ¢ Plan !hePle ) mar aico ! usatheEn

%] ] z ZRIEL
nohcv for the P@n_gs out!lned in th s sggli

-TheCi! and the Employe anjzation further a reethatthe g} & and/
applicable plan documants shall. be amended Ih acgordance with the above sgreement [gr_j_tm_g

the Employee Craanization will support such amendments,

i is undaystood thet | this agreetnent, the partiea haye been nforned by cost
estimates prepared by the Federated City Empiovees’ Rg;l_xgmenl Systers Bogrd's gctua..m.ang
that the actuat contribution rates o reach Jull pre-funding of retiree healthcare will differ. The
phase:in {o the ARC shall ba mq into five steps {(using a siralght fing method), aach to ba
effoctlve on the first pay perled of the Cify's fiscal year in oach sucgggﬁ ng yoar, Tha first
crement ofthe phase-In_shall be effective on fune 28 derstood that bacause of
changes rasulling from future aclusrlal valuations, the amount of each fricresss may vary
upward or downward, 1he Glty and Employee Orgenization agrée that the Plan membar cash
ggmmug_amix_ail not have gn increme 2350 are than . 75% of penst
In sach fiscal vear and the City oash contribution rate shall not have Increase ©
tnore than ,75% of pensionable pay In each fiscal yeat, E ample, if the members’
cantribution rate ls 4% of pansionable pay. the subsequent fiscal vear's contribution rete for
fetires healthcare canngt excaad 4.76% of ggnslgnab!g pgx, Notwithstanding the initations on
the incremental Incregses, by the end ofth the City and plan mernbers shall
be contrjbuting the fudl Annuat optribution { tha tatio cu I ¥ under

Section 3.28.5380.(C) {1} and (3) of tha SsnJose Mynicipal Cods,

Ma:;:h4..2009 | %‘ . /;5,

Paga 1 of 2 3,.[{ qu
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. CITY OF SAN JOSE AND ASSOCIATION OF MAINTENANCE SUPERV!SORY

PERSONNEL
MEDIATION TENTATIVE AGREEMENT

The Gity will sateblish a qualified trust (“Trust’} before June 27, 2010, Untll such fime as & Trust
is established, the Clty snd amploves contrbutions under this sgresment shall be mads Into the

| existing Medleal Banefits Account for as [ong the gontributiohs can be mads into the Medical

Bensfits Acgount In accordance with RS Imiteflons, if the Trust s not eatabiished prior to

{eaehing the RS mltat] tles agrea to meet and disouss elternafive funding vehlgles.
1 Itis the chisctive of the partles that the Trust cwd'bumummmmgmgﬁmg
T the scle funding vehicle for Faderated mtlres hoalihoars benefits, subiect {g any Iaq__ )

rastfciions under the curent pian. or othar ggpjm

..

HEALTHGARECOSTM]TIGA‘!’!ON e
The partles ggree to commence masting and éonferring between January 1, 2010, and ng;gg

18, 2010, on refires hoalthoarg benefils for futire emploveas and a medical raimbursement

program for future reflrees,

The garlias intend to enpage in the foreqolng negotiations in a cgglltigg Qgggeuning process g_yj h

all_of farested represented bamalning units, if eny. However, negoflations between the
City ahd Emggy:ee Qroanization shall cormmence no later than Jantiary 19, 2010 with or without

- participation of sny other bargaling unlt. The City and Employaa Organization aholf _rgegongtg

in good feith in an effort to reach o ulual agreement.

if no agresment Is reiached, :mmmmﬂmawmm tes set fort In the Gy of ,
San Joge's Emplover-Emplovee Relations Resolution (#30367) and the Mayers-Millas-Brown

| Act. The partles underatand fhvat this means that hg Gity will_have the taht to upitatersily
Imple tin the event lhg; no agreament s machad at ths conciuslon of nag ofigtions and
~ r .‘ o {

fandatory i 2 N .
heaitheare for fuiure: ae 3 alt notbe eﬁecﬂve hec Jui 2010

This agréenien! Is still cansiderad tentalive end shell not be considered final or binting until

" ratified by the membership and. epproved Ly the Cly Council. This document sals farth the fulf

ogreaments of the parles reached duting confidential mediation. Anything not Inciuded in Iiis
document is not part of this tentative agreement. If this tentalive agreament is nol rgiified by the .
mambership or not approved by the Clty Councl, the parlies’ pasitions will revert to the last o= -
the-record propasels prior to mediation. The provisions sef fortly above shall be incorporated in
gny supeessor agraemant,

FORTHECITY: | B | | FORTHEU '/ ?//Q’
AU GUELA— - /ﬂ/i‘/é/ QJ”ZJ
2-4- 09
. | | ﬁ.;larch4.2009 ' . %—'
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CITY OF SAN JOSE AND CITY ASSOCIATION OF MANAGEMENT PERSONNEL
MEDIATION TENTATIVE AGREEMENT

RETIREE HEAL'[_‘HCARE FUNDING

The City ead the Emploved Organization aoree to transition from thé curmant partia p@;!gngjng

of ratirge medical:a ta lthoare benefits freferrad to Gl tha olicy od”

funding: ull Annual Reguired Go‘ntribu Io ARG forthe 1 @ haalthcargpl_an {"Plan'}

The {fransifion ghall be scoomplls fo fully fundi t g ARC o i

5 xeam beginning. Jung 28 2009, ‘l‘ha Pl n ‘s Initial unfurided retirag gggigbca[e lHabliity- sna|
{zed over a thirty year berod so be paid by June 80, 2039 {closey |

amortizﬁion}. Amortizallon of chgnges (n the unfunded retiree healthesre Hablllix ather than tha

Initlst tatiree hestthosre liability (e.g. galns, losses, changes in actuadal assumptions, ete.) shall

be detarminad by the Plan's actuary, The Clty snd Plan members (active smployeas) shall

cottributa to fundirgy the ARG In the taflo currently provided under Saction 3.28.380 {C) {1) and

{3) of the San Jose Mun!cigg] Gode, Spectfically, contrlbutions for retires medical beneflts shall -

be made by the Clty and members In the ralio of orta-to-one. Contribulions for refiren dental

aneflts shall be made by the a rs In L glghi-lo-thres, When
detarmining the cont he Plan, tha P civary shalt ¢o apt

agg Normal (EAN) acluarial cug mgmw anhd.a dlscaunt rate consfstant with the pre-funding

[an asow I sgdtlon.

The Gim and the gmmgxgg Omgﬂ atlon further agree that tha Murilclps! g;aga ahdfor ;
applicable plag doeuments shall be amendad in a c@ordgnca withitha a above agree ment snd that

tha Emplovee Organggﬁgﬁ will support such amendments,

It is undersiood thet in nggg]!ug this ag:,a_ ment, tha parties have been jnformed by cosi
estimates prepared by the Federated City Emplovess' Retirement System Board's aciuary snd
that the actual confribution rates to reach full pre-funding of retires healthcare wil differ. The
phase-ln to the ARG shall bs divided Into fiva steps (using a straloht line method), gach to be
effectl the a he Cily's figeal vear in each suceeeding year, lhg figst

Cremse f phase-in © effectlve on 28209t d bacasaof
1z " at l A £

' a Gy and Emn!ovea___tga_!a nization .gg.gg.lba_th_ﬂgn .member cash
ontr:hut i lhereag g of more han 75"
) - n =

ineachf] ar and the Cily cash contribution rate s ayve gh b
1016 than 5% _ !on ch flscel year raxa i a am !
co ( utlon ra o sloniahle pa h ent flsr

!l ca of pa smq_bla Dav Nahvi;hstagdlng the Hmitst Q_rﬁ g]

AL, {ty and p

o full A "t _,G_QﬂLth,_Lon in tha r-.a_Lo currentlv nrowdecl under
Sacﬂon 3 28.380 (STEIE: ng {3} of the San Jose Muniglpal Code.

The City will establish 3 qualified vust ["Trust”) befora June 27, 2010, Untll sucl ims as a Trugt
Is pstablishad, tha Clty and employee contributions Under this ant shall be made into the
existing Medicat Benofits Account for as fong the contributions san he mads infp the Medica!

Banefits Account in accordance with IRS limitations, If the Trust Is nol esteblished priorto

teaching the IBS limitation, tHe partias agree (9 maet and d lscuss aLﬁama&mjynggng vehiclas.

ot A,
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. CITY OF SAN JGSE AND CITY ASSOC!AT!ON OF MANAGEMENT PERSONNEL
' MEDIATION TENTA’BVE AGREEMENT

{tis tha ob[ag’ttyg of the partles that the Trust created pursuant o this agreement shall become
the sola funding vehicle for Federsled retires healthcare benefits, subiec.t ta any. laga :

f_eggrictione ynder the current plan, or othar gg,gﬂ@mg faw,

HEALTHCARE COST MITIGATION oyl TR D 4.?"-"-‘i mEE et
The parfies aqrea to comrnenca meegtinq and confarting bam.@w 1 2010 and. Januau

bmnram for fulura ret:mes '

The Qarﬂee infend to Bngaae in the forenoing negofiations In e coalition bamah_ir_ug process with
gll_other Interestad represented bargalnlng upits, i any, ﬁgﬂega;, netlofiations helween the
City and Employes Organization shall commence no jater then January 18, 2010 wiih orwithout
particinetion of any other bargaining unit, Tha City gnd Emp,bxgg Organlzation shall negotiate.

i nood {aith in an affort to reach a mufual agreameant.

M@M&Ms wiil foliow the iropassa or@gg__ uras set forth in the City of
1 San Josa's Employer-Emplovee Ralations Resglutlon (#38367) and the Meyers-Millag-Brown

Act. The varles understand that this roeans that the Cily will have the right to tpfiaterafly
imploment in the event thet no agreement is raachad at the conclusion of negotiations: 5 and

The City agraas that a unllateral mplementafion of retires

| mandatory fimpasse procedures,
Maa ra benef te for future am_p!ovaes shall fiol be gffgct;ve befom July 1, 2010,

This agmement Is sfill conskisred tenlative and shall not be considersd final or binding uitil

- . ratiffied by the membership and approved by the Clly Counoil, This docurnent sels farth the full

agreements of the partles resched during confidential mediation. Anything not indluded In lhis
document Is nof part of this lentative agreement, 1/ Us tentalive agreemont is not ralified by the
membership or not spproved by the Cily Council, the paities’ positions will revert fo tha last on-
tho-racord proposals prior to mediation. The provisions set fortf above shek be incorporated in
any suecessor agreemant.

FOR THE CITY: FOR THE UNION:

Sl e foter, Bt
| (,C}fésﬂ?-"&r‘?‘ | ' | |

@""ffﬂﬁ W%w}o?

Warch 4, 2009
- Page2cof2
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: ClTY OF SAN JOSE AND INTERNATIONAL. BROTHERHOOD OF ELECTRICAL
- WORKERS, LOCAL NQ. 332

MEDI ATION TENTATIVE AGREEMENT

ARTICLE 25 RETIREE HEALTHCARE FUNDING
(Current Article 25 and subsequent articies to he gg-numbemdi

25.1

The © th on sgres Yo transition from. the ¢ ing of retites
madical and dentat healthcare baneflts {referred to as the *policy mettiad’) fo pre-funding
of the fuﬂ Annual Required Gontribution {ARG) fngl_ret!ree heaithcare plan (Plan®},
fiion_shall be accomplished by bh iy funding the ARC over g perlod
ol §i ﬂ\rér {8) vears beginning Jung 28, 2008, ‘!‘hg Pla g'g Initist unfunded retiree healthcare
liaby ly amoriized over al periad so fhat 1t shall be peld by June
30, 2039 {closed amorlization). Amortizetion of changes in the unfundad retieg
heallficare fability other then the inttial retites heaftheare dablitty (e, gains, losses,
changes In actuarial assumptions, etc.} shal be dalemmined by ihe Plan's actuary, The
City and Etan mgmggrs {active employess) shell oogtrlbu!e to fuudjnq the ARC inthe
idad undor Seotlon 3.28.3 San Joes Municpal
Coda, atl fbutions for rellree madlnaibenefi!s sha!l ha mad
ars In the retio of one-to-one, Cantilbutions for reiirew dental banedils shali he
__..___:,r__made by the ity and members In the ratfo of eight~to-three. When determiniy the '
aa for the Plan, tha Plan g hall continus to use the £n g
_No.. ﬂll.a..__(! EAN) amaaa.iwumgadh__cc_@mwﬂwﬂém
palicy for the Plan as outlined In this Adicle, .

| 252 The ity and the Union futthg; agres thal the Municlpal Code andfor ggg]icahla plan

documents ghall be amended in accordagng with the__bnva ggreament and that ib.. |
* Union will support such amon ments. : ,

26.3__itis understood tha Hn reaching this agresment, ibe paries have been in 1o[med by cost

estimates prepared by the Eedemd City Employess’ Retirement System Bogrd's

actyary and that tha actual contribution rates to reach full pre-funding of retirge
y Wi to e'RGs el he dl dadlntof'veaia .

s ihe m RiLL: 133 1) B

ach suce first Increment o ase«ln ghall cttve o Juna
28,2009, it is-ynde nd rsiood that begayes of chgngs_s_@_a;ujgngﬁgmiutu&aﬂm_tm
yeluations, the amount of eecli incease iay vaty upwerd or downward, The City and
Emploves Organization agree that 1ha P{gg member cash contribution rate shal aot -

pensionabie pay [naach ﬁ&caf\'e&
' i}

nslona le ey In each or bors’ contributio

5 i 4% of the subsa anf tsaal vear's confributlon rate for retiree
healthears canaot excead 4,75% of pstisionable pay, _Notwithstanding the imitations an’
the Incremantal ingresses, by the end of the five 1&@[ phasgs-in, the Gty and glan. .
ambers s contibuling the ful Antiial Re Soptib in the retlo currently
provided under Section 3.28,380 (C) (1 and (3 & S Joge Munjcipal Cede
954  The Gl a qualiffed trust "Trmst" fare June 2  Unilis ime 4ds
tis tbi hed, the G! aci @ tlong under regmeni shail
o Into the axistt e ofits Account for as long the ocnmbuiinns sanbe

" made into_the Medics! Benefite Accouni in secardanca with IRS Hmitagions, 1f the Trust
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CITY OF SAN JOSE AND INTERNATIONAL BROTHERHOOD OF ELECTRICAL |
WORKERS, LOCALNO.332 -
MEDIATION TENTATIVE AGREEMENT

is not established pilor fo reaching the IRS fimitation, the parties agtee to meet and -
discuss altetnative funding vehicles. '

288, Mlsthe ablective of the partles that the Trust oreated pursuant to this agreement shall
become the sole funding yehicle for Federated refirea healthcare benefits, sublect to any

[eaal restrictions under the cutrent plan, or ather applicehla law.

ARTICLE § FULL UNDERSTANDING, MODIFICATION AND WAIVER
Mith&&ﬂéng%m%&dﬁdmmmr&wmwmwmn
ia—writiaguenee-duﬁngAhaAem—ef—lhle—Agpeemmthe-éesta-mapemgeuatMs.
ma@am%&hﬂm%mmm%aiawmmduwﬁmm
: mpmsentaﬂve&eﬂhe@animhmmsmmwmmneﬁmsm
Wmnwithmm%&%ﬁmwmmeﬂmawmm
mw%&epaﬁesﬂ”aﬁew&hﬁmpamﬁmeduwmmgweﬁsmm_
mpm@mmemw@mwesmwmmmwm=
ﬂawaﬁemﬁs&a@%ﬂﬁ%&mﬁaaﬂhﬁmemwwnwmﬁﬁmﬁ
agmmantﬁwm%wgmmmmhwvmmm
agresmnént-is—reuched—at-the- Lsion—of-hegetiations—and—mandatory—impasse
5 he-nafles-also-gdrap-tha-aior-aemarion—- passe—wlﬁa-respaeﬂe
W@er%ﬂﬂhnmmmwmwe%ﬁm
MMWWWMW@WMMW
'aat@tmmwwwmwwmmmm
M@MW@MMWMWMMMde
 activitios-ehall-net-nelude-strikes,-partial-strikee-{suah-as—tefusin RO -
emgIWWWaWWMWMQMth% :
Intesmittent-sidkes-and-si-down-sirikesy R ' : '

9.5 Healtheare Cost Mitigation,

8.

(oimbursement program fot future retirae _

9.6,2 The partios intend to engage in ;hMo!mq neaotlations In & coalition bargalning
process with ol other Interested tepresented bargaining units if any. Howsver,

veen the Gity end Unlon shall scommence no later then Jahyary
8, 2010 with or without paricipation of & 1 é
I fn ajth in an effort to res

9.5.3 If ho agreement is reached, the partieg will foflow the imbasse proceduras set forth
In {he City of San Jose's Employer-Employee Re lations: Resolution (#39367) and
the Mevyers-Miiias-Brown Act, Thg pariles underslend thet this means that,
notwithstanding any ethar provision of this sareement. the Clty will have the fight
fo unliaterally Im ent I:) reement is reached at the
goncluslon of ne a datory impagss brocedutos. City agrees

o 0
March 4, 2008 m %
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CITY OF SAN JOSE AND INTERNATIONAL BROTHERHOOD OF ELECTRICAL
WORKERS, LOCAL NO. 332 '
MEDIATION TENTATIVE AGREEMENT

{haf & unliateral implementation of retires healthcare henefits for fulure emplovess
shall not be effactive befora July 1, 2010, ’ :

This agracment is stil considered tentative and shall nut be considered final or binding untd

.natified by the membarship and approved by the Cily Council. This document sets forth the full

agreemenls of the partles reached during confidentlal mediation. Anything ot Indiuded in this

doctnent fs riot part of this terdative agreement. If this lentative agreement Is not retifiad by the

membarship or not approvad by the Cty Counchl, the pardias’ posilions will rever lo the lost on-

; the-racord proposals prior fo medialion. The provisions set forth ahove shall be incorporated I
5 _any suceessor Memorandum of Agreement '

3  FORTHECITY: | A FOR THE UNION;,
; e _ X }
Q_.—-—. o | «
ALK GUVI— g-4-09"
o 3 /S/of‘l
Marchd.ZDﬁQ-
Paga 30f3
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CITY OF SAN JOSE AND MUNICIPAL EMPLOYEES! FEDERATION

MEDIATION TENTATIVE AGREEMENT

ARTICLE: 16 RETIREE HEALTHCARE FUNDING FUNDING

- 1 (Gurent A[ﬂcle 15 and subseguent grﬁ clas to o be ra-numberedi
15‘1. The City and fhe Emplovee Organization agree fo transiflon from llge cg[;ent g jgj oye-

funding of refires medical and dental heaithcara bensiita {afe s the °
method™) lo prefunding of the full Annual Reduifed Confribution {&RC‘} for tjl_ratnree

ea!thgare plai CPfan’), The transition shall be ammgﬂshed by phasing info fully

© ARC gver a period of flve {5) vears beginni 28, 2008, The Plan'a
]nitlai unfunded rafftae healthears Jabiiity shall he fully amoglzed gver a thirty yoar
neriod so that it mwwmmmm :
chan e In unfund retirea hee thgare llabifity othe tha e lnitlal retian
' 5 : igl A5E Bie

‘cont ‘t o {unding the ARC in the'ra orovided Under Sect 8 98
{1)'and (3) loe San Jose Municipal Coda Spactflc_g[ v, contibutions l‘or etlme
Mwﬂﬁﬂ‘ﬁgﬁ by the Clty and mesnbsrs In the ratio of one-o-one,
,gg;ﬁbutlons fo; retirae dental benefits shall be mads by the City and members i the
s, When datermining the cortrlbution rates for the Plan, the Plag
_gctua:g shai[ oohtinua to use the Entry Age Normat (EAN) adluarial cost method and g
dlecount rate consistent with the pre-funding polisy for the Plan as ouflined in this Atticle

and fiad the iblo eOr anization will: rtsu inendments.

‘sl repared by the Fedsrafed Gi cef’ {em Board's
actuary and that the sctuat contribution rates to regeh full ]gre-{ nding of miiree

[ wilt differ. The phase-in o the ARC shall be divided into five ‘§t_¢_eg§ {ustng g
at methad gach to ha ﬁ‘ective on the f‘ t perlod of the C: ﬁscal

B, 2009 ;1 ;g understood lhal hecgu_..gg_a of cha ,.pues rasg,_lnu !rom iulure agjuana '
AHIAWONDS 0 3 &1 5 Ry va pyward or downward, tie Cl

WMMW
god the Ci;y-cgsh contribution rate shail not have gn logremental increase of more than
5% able 2ac agl, Fol e je, If the g bution

;gmjﬁtt% of nensionab!e pay. the subseguent fiscal ves’s cofitribution rate for rellree

heafthcare cannof exceed 4.76 enaionable . Nolwith andl the {mitations o "
the ihorar ol t ha OB ity & )

ovid or Section 3,28,880 {C of the San ¢ t Code

15:4 __The Clty will estabiish g qual ﬁed trust (“Trust’) bafote June 27 2010, Unill such time aa

a Trugt is estabiished, the Gity and smployes contributions unmmggnmﬁhaﬂ
ade intg the axisting Madical Beneiits Ac tiora tributions ¢

mads into the Medicai Bengfits Account In accordange with IRS limitetions. iftha T

S ! 05
March 4, 2008 /g ()q - W\

Pags 1063
[Tl
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CITY OF SAN JOSE AND MUNICIPAL EMPLOYEES’ FEDERATION

MEDIATION TENTATIVE AGREEMENT

s ot established prior o reaching the | [mitation a partles agree to meet and
 discuss aiternative funding vehiples. * - .

" 15.6 it (s the.objective of the pérﬁas that the 1 §1 greated Dumu_a,_nt fo this agraement shall

begoma the sole funding vehicta for Federated retirea hesithcare beneflts, subjectlo any

lagal restrictions undar the current pian,.of other anplicable faw,

‘ARTICLE 3 AGREEMENT CONDIT‘IONQ

Maﬁiwmﬁndﬁm&mﬁwa}mﬁ%&&g&lm
wating@as&duﬂng&e%emeﬂhlsﬁgmmmm@dee&e&mepanﬂegaﬂaﬁem
m@@ﬂgﬂiMthummMthwm@m

EWWFE&?M&MRM&GMMWHMWHM&W%
Tho-patties underatand-that-this-maans at-rolwithslonding-any-othor provision-ofthls
' -agmmntdha&wmah&ﬁghmﬁmmmemmm
mmnwmwwanwmmtemmmm

_ !
A4.1.5 Healihcare Coat Mitigation,

ithata _d

othar rovisicno reeme rtiesa reet
f 4 20 0

0. on refiree heglthoare benefits for re amployaes a edi
' relmbursemen; program for fufurs ratirees, '

3.1,6.2The gaﬂies intend to e'lﬂ,aua in the foregolag, nggoﬂal]g;] fn a eoalition .
' - bargalning procais with gll ather pterested repraesant ggggalning unlts, if any.
Howevar, negotiatic ization spall
commenta 1 g Ja 1 19 2040 with or wit t arficipation of an
ather bergeining unit. The Cly and Emplovee Organization shail negoliate Irl
god faith affart a mutual garesment.

31588 Ifn emeant Is teached, the paries will foliow the Impasse pracedutes set
fortn in the Clfy of SanJose’s E ér: paa Ralations Regolulo
{#383687) and 3 lag-Br . The pardlag understand that thi
maans that, notwithstanding sny other pravision gfthis agreament, the City vl
have the right to uniialerally Impicment in {he event that no agreement Is rgached .
at tha gonclusion of nenoliations and mandgiory imbasse progedures, Tha City
agrees that a unllateral ptemantation of refires heaithcars benaflis for future

employees shall not be eifec live before July 1, 2010,

&l"‘m'

Maroh 4, 2000 %

Pana % of 8 _S/L‘{,oﬁ_-
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CITY OF SAN JOSE AND MUNICIPAL EMPLOYEES' FEDERATION

MEDIATION TENTATIVE AGREEMENT

This agreemant is stiit consldered téntative and shall not be considered final or binding untl
ratified by the membership and approved by the Gity Councd. This document sefs forth the full
agroomionts of the parties reached during confidential madlation. Anything not includod in this
document is not pest of this tentative agreoment. If Ifils fentallve agreement is not ralified by the
membaership or not approvad by the Clly Council, the pattios’ posttions will revert to ihe lest on- -
the-record proposals prior to mediation. The provisions sef forih ebove shali be Incomporatod in
any successor Memorandum of Agreemant. _ :

FORTHEGITY: o FORTHE UNION: |
' ' - PRESIONT
guetmt Nolanda A. Ceux
B4 fog

ver e
: VV@(MA@?ZEK |
- 3/9%7 S

March 4, 2008
© Pogedef3
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CITY OF SAN JOSE AND CONF%DENTEAL EMPLOYEES' ORGANIZATION
WMEDIATION TENTATIVE AGREEMENT

| ARTICLE 26 _RETIREE HEALTHCARE FUNDING
{Current Arglcle 26 and subsaquent artlcles fo be mnumbamdi

28.1_The City and ite Emplovee Oraanizatmn agree to transition from the cur[enl parilal pre-
ding of refiree ntal heal hcara benefits dto gz the * ult .
tu nd i of the full An 1) ired ntributm ARC) fo ra
I ' 3

{gndim ;he ARO uver a period nf ﬁy_e {5} vears ggegmnlng ggr_xa 28, ggg . The Plan's
3 indud refiree heal re!abls all ba fully & zeduvarg_m_rlweg_mrjgg

sgtha!;§b ibepl ) mothza

“tha unfunded.refires hea _;hca izbil ar than the m ¥r ree heaithcare lia

alns, lossey, cha agtuarial assumpten & F’!an
gctuary, The City and Plan members (active employees) mﬂm&m
ARC In the ratip surrently orovidad undet Secticn 3.28,380 (C) (1) and (3} of the Sapn Jose

1 G Specifically, ggmﬂpgtjgng for reﬂrgg medice! benefifs shall be made by
tha Ci ] In.tha ratio of uttons for ratiras dental benafits
i ade the C t eI ln the, {_gl:o of elﬂhi-tﬂ-ib@_&. ﬂhgﬁ p_{e;egglnhg

i ates F s Plo :

Normmal (EAN) sctuaral ot el 8 discourt fe-fundln

m&uﬁgﬂwned in this Article,

26.2 The City and the Eninloyee O[ganizahog fusthar agres that the. uniciDgLCod__ggg_Qg;
-applicable Qlag documents shall ba gmanded in accordange with. ﬂ]e above ggrssmgnl

and thet § oyas Craa 10 wili su uch a endmen

26843 1t is gz_rng,lgn;t@d thait i resching this agreemgn], the partles ha\re been inforimed by gost
ghmatee prepared by the Federated City Employeea’ Ratiroment Systemn Board'
at the actuai confribution ratas 1o reach full pre-funding of retirea ugglthcare'
witl differ, Tha phase-in to the ARC shali be dividad lnto five steps {using 2 slreight line
method), each o ba effeciive on tha fivst pay period-of the Clty's flscal year in each
succeeding year, The flrst fnctement of {he phasa-in sh ariive ne 28, 2009
f underat at baceuse of changes ting from future actuarial vajuations, the
‘emount of each Increase may vary upward or.downward. The Gity and Employes .
magiggugn agrae thgg the F’Ian member ¢ash contribution rate shall not bavg an -
Ingremental Increase of more than .75% of panslongble pay In gach fiscal year ghd the
Qj&g 4as h ggntribut!gg rate Bhﬂ | not have an incremental Increage of mors ggn J8% of
sionable pavine scal yoar, Fore ers' contribution rate is
slonabls pay, the subse scal year's b y & healthcare
canpot exceed 4,75% of pensionable psy, Nolwithstanding tha fimitations op the -
Incremental Increases, by the oid of tha five vest gjgagg-m, fhe City end p!an members

shall be contributing the full Annusi Redulred, Contrbution in t g it dad
undst Section 3) of the San Jose Municlpal Coda, - .

26.4_The City wilf establish a quaiifled trust (“Trust") bafo e 27, 2610, U i ime asg
@ Trust Is estabiistiad, the Clly and employes conttib ndar this, mant shaii be
made Into the existing Madica) Beneflts Account for as long the contributiong gan be
mada into the Medlcal Beneflts Account in accordanics with IRS limitetions, it fha. ust is

; ' b,

March 4, 2006 a ,,Lt /06]
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CITY OF SAN JOSE AND. CONFIBENTIAL ENPLOYEES' ORGAN!ZATiON
MEDIA’I'[ON TENTATIVE AGREEMENT

hot est ablished prior fo reaching the iRs i;mitation. the garﬂaa agree to meef and dlscu
. aitamaiive funding vehicles.

26.5_11s fhe objective of the parties that the Trust crasted pursuant to thls agreemant sha i

the scle funding vahicla for Foderated ratires healtheare batafits subiect fo.any

legal restrictions under the current plan, or other spplicabla law,

- &RT!GL 4 FULL UNBERSTAND lﬁ_G_,MOD!EIG&TIONAND.WANER

MW{&WHMMM&MMMMM@H&%%HM&@&&%
T continue--negetiations—regarding—rotiree~healthcare - bonefits;—The—duly~autherzed
saprosontatives-of-the-parles-chall-meet-and-confar-in-goed-falth-In-an-effort-lo-reach-a
mmmmn:mmamawmeﬁwmmm
reachodr{he-paics-wit-follow-the-limpasse mmemmnmmmmmﬂSawm
%MW%IM!HQM{#&W oyere-Milias-Brown-Ast:
Tha-partios-urderstand-that-this-eans-thal-nobwi withstanding-any-othar-provision-ef-thls
agmemmHhe-GHymﬂ-ha%&hMgmmmmwmny—mp!emem—WweMa&m
weemenwwwammwmwgeﬁaﬁ%m—mnma
pracadures. .

1 46 Hegﬂht_:am Cost Mitigation,

4.6.1 Nohm standing_an ther_provision of :

camrience me ggggg and. conferring belween Januag,{ 1, 2010, gnd Jenuary 16,

2010, on relifeehealthicare bepafite for fulure employess and 8 ecicsl
relmbursement qummjggm_@_ﬂ_u

 482The parties Intend {0 epgage in the foregolng nepotiations Ih & goalition bargalning
grogass with all other lntsreated [gmeagmgi bargaining unite, If any, Howaver,

g and Ewploves Organlzation shall commenes no

) : 010 with_oF wﬂgeut patficlpation of any other bargaining

nu The Cliy and Employes Organization shall negoflate In good falth In an éffort
gl o ament,. . .
4 ¢ | e, the parios will folow the imoas: enmcaduras ___;forth
E

Mevem»mjgg-tamwn Act. Tha rﬂas underst nd hal thls' maa
lwithstandlng any other brevielp £34 (07 ] l -

10 m flatarally. Ireplement_in_the event thgt no_a resmant al
congluslon of negofiationg and ; procedures, Th_g City agrees
- loveas
jﬁmﬁéﬂﬁ%&wmmwm . ' M
oy
M
farch 4, 2009 '
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CITY OF SAN JOSE AND CON FlDENTiAL EMPLOYEES' ORGAN IZATION
MEDIAHON TENTATNE AGREEMENT

This agresment Is st consldemd tentative end shall nof be considered finai or binding unti
mfifiod by the membership and epprovad by the City Counell. This documant sels forth the Tulf
agresments of the pertias reachad during confldential madiation. Anything not Included in this
doaument {s nof part of this fenfative agreement. if this tentative agreoment is nof rafiffed by the
mormberzhip or ot gpproved by the Cily Counall, the parfias’ positions will revert fo the fast. on-
the-record propesals pror lo mediafion. The provisions sel forlh above shalf be incorporated In
any successor Memorandum of Agmemen!.

FOR THE CITY: - FOR EUNI :
' ' - ,&M?«"

A gv;;"“ 5/4/07
March 4, 2000
Paga 3 ofd
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]

RD:SSH | _ _ : RES. NO. 74882
~ 418f2008 : : '

RESOLUTION NO. 74882

A RESOLUTION OF THE COUNCIL OF THE CiTY OF SAN JOSE
APPROVING AGREEMENTS BETWEEN THE CITY OF SAN
JOSE' AND .SEVERAL BARGAINING UNITS - REGARDING
RETIREE MEALTHCARE FUNDING, AND IMPLEMENTING -
'RETIREE HEALTHCARE FUNDING FOR UNITS 99 AND 82 -

BEIT RESOLVED BY THE CITY COUNCIL OF THE CITY OF SAN JOSE:

1. Thatthe terms of the Tentative Agreoments between the City of San José and the
following bargaining units are hereby apptoved: .

(1) Association of Building, Mechanical and Elecfrical Inspectors (ABME) _
" (2) Association of Engineers and Architects, IFPTE Local 24 (AEA Units 41/42 and
43) - :
(3) Association of Maintenance Supetvisory Persannel (AMSP)
(4) City Association of Management Personne! (CAMP) -
(5) International Brotherhood of Electrical Workers, Locat No. 332 (IBEW) -
(6) Municipai Employees’ Federation, AFSCME Local 101 (MEF) :
(7) Confidential Employees’ Organization, AFSCME Local 101(CEQ) -

The City Manager is hereby autherized fo execute the Agreements effecti\{é June 28,
© 2009 on behalf of the City. : : _

2. Thatthe City of San José is authorized o implement retiree healthcare funding for
Executive Management and Professional Employees (Unit 99) and employees in the
Unclassified Non-Management Employee Unit (Unit 82) who are in the Federated City
Employees’ Retirement System, effective June 28, 2009. '

I _

I
It
i
I/

e

i
i
fl
I
I
Y/
N

T.2600.074- 547754_2
Councl Agenda: 4-21-09
fem No.: 3.5
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RO:SSH . L , RES. NO. 74882
41812008 : - '

3. - The general terms of the Tentative Agreements and implementation on Units 99 and

' 82 are set out and described in the Memorandum fo the Mayor and City Council dated
April 7, 2008, from the Director of Employee Relations and attached as Attachment A
and incorporated in this Resolution.

. ADOPTED this 21™ day of April, 2008, by the following vote:

AYES: " CAMPOS, CHU, HERRERA, KALRA, LICCARDO,
© NGUYEN, OLIVERIO, PYLE, REED.
NOES: NONE.

ABSENT:. CHIRCO, CONSTANT.

DISQUALIFIED: NONE-, AT : ~ .

- CHMUCK REED
Mayor

"LEE PRICE, MMC.__ ©
Clty Clerk

T-2509.024- 547754 _2
Counclt Aganda: 4-21.09
tem Bo.: 3.5- :
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 ATTEST:\

-y T S RES, HO. 74302

21012009

- RESOLUTION NO.74803

A RESOLUTION OF THE COUNCIL OF THE CITY OF SAN JOSE
APPROVING AN AGREEMENT BETWEEN THE CITY OF SAN

- JOSE AND THE SAN JOSE POLICE OFFICERS’ ASSOCIATION
WITH A TERM OF JULY 1, 2008 TO JUNE 30, 2010

BE T RESOLVED BY THE CITY COUNCIL OF THE CITY OF SAN JOSE:

1. Thatthe Agreement between the Clty of San José and ihe San Jase Police Officers'
: Association (SJPOA), with a term of July 1, 2008 to June 30, 2019, is heraby
~ approved. The City Manager Is hereby authorized to execute the Agreement on
behalf of the City.

S 2. The general terms of the Agreement are set out and descrlbed in the Memorandum to

the Mayor and City Council dated February 10, 2009, from the Director of Em"sloyee
Relations and aitached as Attachment A gnd incorporated in thix Resolution. - F o

ADOPTED this 24" day of Febmaty, 2'009,_ hy the foliowing vote:

AYES: . CAMPOS, CHU, CONSTANT, HERRERA, KALRA,
S GecarDo, NGUYEN, OLIVERIO, PYLE, REED.

NOES: .  NONE.

ABSENT: CHIRCO.

L
-t

CHUCK REED "
Mayor ’

 DISQUALIFIED: - NONE.

.

- LEE PRICE, MMC
City Clerk

T-697 14 534131 2
Council Agenda: 2-24-09
ftera No.. 3.6a
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74803

o . . _ , . COUNCILAGENDA: 022409
e o . ITEM: .
- - crrg ) .

AN JOSE

CADYTAT, OF SILICON VATLEY

TO: HONORABLE MAYOR AND FRON: Alex Gurza

CITY COUNCIL _

. SBUBJECT: SEE BELOW DATE: Fobruary 10, 2009

- éd- £ -

Appmv ; . N : : Da_te ../. - —
) &) N . 17 e

- COUNGIL DISTRICT: N/A
SNI AREA: N/A

SUBJECT: AGREEMENT WITH THE SAN JOSE POLICE OF FIGERS® AS SOGIATION

AND ADOPTION OF APPROPRIATION ORDINANGE AMENDWENTS IN
THE GENERAL FUND '

' RECOMMENDATION

1. - Adoptlonofa reséiuﬂon fo éppmve the temis of a Memorandum of Agreement with -
the San Jose Palice Offfcers' Assoclation (SJPOA) and authorizing the Clty Mariager
. 1o execule the; agreement with a term of July 1, 2008 to Jurne 30, 2010, -

.. Adopliof of the followlng 2008-2008 Approptiation Ordinance aiendments in the
: Gonaral Fupd: . -

a. Inorease the Pofica Department’s Pérs'oﬂa! Senvices éppropriatloﬁ by
$10,822,874; : - :

" b Deorease the Salarles and Benefits Eanmarked Resoive by $10,822,874.

QUTCONME

Adopilon of the resolution and _authoﬁzat!on 16 exsoute the successor agreement would
Implement a collective bargalning unit agresment betwoer tha Gity and the 8an Jose Police

. Officers’ _Association ("SJPOA™.

ACKGROUND

The C!iy bf-San Jose has a fabor agre'ement with the batgalning unit, SJPOA. SJPCA
represents approxlimately 1393 full ime positionsincluding employees in the classifications of -~
Police Qfficer, Folloe Se rgeant, Police Capiain, Police Lieutenant, and Deputy Crgief of Police,

The prior agfesmeni explrad on June.80, 2008, A complate copy of the prior agreement can be
faund at hiip:fwww. sanjoseea gaviempioyeeRelefions/meas/moa poe;pdf.

ATTACHMENT A

GURZA000674
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T et ek s w BB R

Fabruaty 10, 2000 - ) - .
«Subja;lé{ Agresmant with SIPOA snd edopfien of appropriatizn ordinance smendmoenta in thy Gengrat Prnd
Pnge 2 of 6 ' : . T

On-Janhuary 24, 2009, the City ahd'SJPOA reached a Tertalive Agreement on a twovyaar' "
agreament. The Tentafive Agreement was ratified by the SJPOA membership on February &,

2009, A complete copy of the Tentative Agreement can b found at
itp; D56 mployseRelal oasita poa.pdf.

ANALYSIS _
Tha foilov&ng fs a surrgnary of the ka)} provislons of the Teniﬁlivé Agreerment:

- Term : -July 1, 2008 to Juns 30, 2010.

Wages ) 3.7.'5% genaral wage Incregse effective ,June 29,2008,

1.50% general wage Incredse effestive June 28, 2000,

Ratlrement . Effectiva June 29, 2008, all classificatione reprasented by the

POA shall receive a 1.76% base pay Increase in-llsu of an
arhancement to the current refiremant formula (2.5% of finai
compensation per yaar for up to 20 years and 4% of final
compensaflon per year for 21-30 years of service).

Healthinsufance  ~ ~ Currendy, the Glty pays 80% of the cost of the lowest priced plan
Premium and the empiovee pays the remaining 10% of the premium. -
o ' However, the smployaes' 10% ls cyrrently fimited to a maximum
of $160 per month. Effective the firat pay perlod of payroll
calendar year 2009, employess' contloution for the lowast-priced
medical Insurance pian will be 10% of the premium with no cap.

. Health Insurance Effective Aprii 1, 2008, co-pays for afl avaliable HMO plars '

Co-Pays ' ghail be-as follows: :

" a Office Visit Co-pay: $10 .
b, * Preactiption Co-pay.” $5 for genetle and $167or brand
name (The Biue Shiskd HMO will confinue to inclide $16 '
- non-formulaty drug co-pay.} S
¢. Emergency Room Co-pay. $50

.\

_This will result In Kaiser Offios Visit Co-pays being Increased from
30 o $10 and Blue Shiaid HMO Offlce Co-pays being increasad
from $5 to $10. In addition, Kafser's Emergency Room Co-pay

wiil Increase from $0 {o $50. : ' )

Vacation Acorual Effective the firet pay period of payroit calandar year 2010,
’ employaas’ paychecks will reflect astual acorued vacation and
amployees wili not accrue rrors than two {imes thelr annual

_ _ ~vacallon acctuat rate,
Cl'viiianizaﬂdn of During the larm of the now agreement, tha Clty may clviianize up

Funétions C 1o fifteen sworn positlons in accordance with the axisting o
: provisions of the Memorandutm of Agresment .
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HONORABLE MAYOR AND OITY COUNCIL

Faobtunty 10, 2009 ) . - _ ' o
Subject Agreemont with SSPOA and adoplion of appropriation ordinance amendments 1r the General Fund |

Pege 30f0

Refirae Heslthcare Currently, retirees who maet elfgibility requlremants receivis
Funding refiroe healthcera binafits thet provida for 100% of the prermiurn
: for the Jowest-cost plan avaliabla to adtive City amployees, Thus,
- gligihle retirees do not pay for any pertion of the premium for tha
lowest-cost plan. " L :

The San Josa Municlps Coda (3.38.575) providas {hat _
vontributions for ratiree medical benefits Shall be made by the City
and employees in the ratlo of one-to-one and contributions for
relirea dental hanefits shali be made in the ratio of three-to-ona.
Howevar, the current lavel of contributions by the Gity and
amployaes to fund relitas healthcare are subsfantially lass than
the Annuat Raquired Contribution (ARC) calculatad by tha Plan

- aotusry. Pased upon thg most racent attugriai stutly, reflree -

- healthcara benefits in tha Polics and Fire Department Retirament
Plan ara only 5% fundad basad on the FY 0807 Police & Flre
Depatimant Retirement Plan Comprehensive Annual Financial
Reporl, .. : T

Effactive Juna 28, 2008, the Clty and SJPOA have agread to
transition {rom the currant partlal pre-funding of police retlraa
haglthcare banafits o full pre-funding the Annual Raquired
Contribution {ARC) ovar a perlod of five years. The Plan's Initlat

. unfundad retirea healthcare Hiabllity shall be fully amoniized over &
thitty yaar period so that it shall be paid by June 30, 2038 {closad
amortization). ' : .

“The cash contribution rate for plen members shall not have an
mcremantal increasa of more than 1,25% of pensionable pay In
aach flscal year and the Clty cash contribution rate shalinot hava
an Incrementsl incraase of morg than 1.35% of pensionebie pay in.

. anch fiscal year, -

1f at any Hne the plen mathbar cash contrlbution rate exceeds
10% of penalonable pay or the City cesh conttibution rate excaads.
11% of pensionable pay {excluding Implicit subsldy), the Clty and

_ the SJPOA shall mest snd confar.on how to sddrass any retirea

* healtheare contiibutlons bova 10% of penstonable pay forplan

members of 11% of pensionable pay for the Clty. Such
discusslons wiif [nciude altenatives to raduce fotiroa lealthcare
costs,. ‘. )

1abor Management The Tentativa Agreement Inciudes a provision Indicating that.on ar
Comnitiee bafore September 1, 2008, the City and SJPOA shell establish a
. ' iabor management committes to research and ggnsider
approathes to mitigating tha cost of eclive amployea and reliras
healthcara banefils, Tha coiimiitee shall study Issues of pian
" daslgn, co-pays &nd deductibles, a second tar for new
employees, and other cost iitigation strategles.

AntiTerrorism Tralning  Since 2002, employees reprasonted by the SIPOA hava recolved

Pay. & 5% premium pay for addiional fraining rafated fo Polics-Ant!-
: Terrorist Tactles. Effective March 22, 2009,.the existing 5% Anti-
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HONOURABLE MAYOR AN.D CIﬂ COUNSIL . ‘ - S l
February 10, 2008

guh]a:t;f gunaamant with 8JPOA and edopilen of npproprls‘don ordinance amandmanbs in tha Gemrnl Fund -
age

Te rror[st Tra!ntng Pay vifl be rolled into.bass pay. Em ployaes

. &halt continiie to aompleta the Police Department's annual Police
Anti-Terrorist Tactics ttalning each year ag 8 condition af
empleyment,

Holiday-in-Lieis . MosiCiy emplnyaes racetve 14 pald hOIIdays. For many years,
o - employaes reprasented by the SJPOA have recelved = premium
pay in fieu of holiday banefits, Employees are pald an additional

5.623% of pay as parl of the bl-weeldy paycheck regardiess of

whether or not ths employes works on a halidsy. c

Effective June 23 2009, all dassifications represented by the
POA shall taceive a 5.623% special pay adjustment jn place of the
existing 5.623% hofiday-Indieu sotmpensation. No addltisnal '
" hollday com;:ansation shail ! provlded
Commencementof . . Tha current contract prQ\ddas ihat the first maeting fo commence
Napgoflaions - . negotiations for a sucoassar agraement will ba hekd no later than
: twanty (20} calender days after tha City or the SJPOA recelves

nofice from the other, which may-ba any date after Fabruary 28 of.
the yaar it which the current coniract termlnatas :

. in crder to provide additional ime for tha negotiations, tlﬁa
Py tantative agmemant includes 8 changa to this prnvis[on sn thaf
) negoiiations can pegin.in Januaty,

ash Eavment for Overt!ma Worked -

' Employees recalve overtime cempandation for hours worked beyond tha dasignated work

pariod, The Cily has negotiated confraci provisions that allow for 8n employee fo recelve
compensatory fima m llau of cash overtime, Compensatory- iime Is addlﬁonal fima otf of work
that can be takan at a ¢her time.

Since 1998, tha contrast betwean ihe City and ihe SJPOA has contained a provision that i!mits
the amount ‘of overlime in a hl-weekly pay perlod thet san be taken In cash to A maxinium of

- thra hours, The Clly has the discrelion io make cash overtime payments for any hours workad

bayond the maximum of three hours, Furthar, there -are cerlain progrefis specified in the
contract that are not subject to the maximum three hour cash paymeni for overtime worked ina -

" pay period. Employses in thosa programs recelve cash paymani for sif authorized overtitie thst
-Isworked In & pay perjod, even ifsu:;h ovar{lma excaeds thrae hours in & pay pedod.

Under the currani contract, the outstanding amount of accrued £om panaaiory tima owed fo an
employes shall not exceed 240 hotirs by the and of each calendar yaar. In addlfion, the Clty
may "puy down” compensatory time under the provisions of the contract,‘and all overtlme must
be paid I cash ence an employee reachas & compensatory time balance of 480 hours,

It compansatory time is not {aken as ¥ma off or pald in cash before an amployee leavas City
service, any sccrugd sompensatery ime musi be paid in cash at the fime the employss Ieavss
City sanvics. . .

Any paymant of sompansatory Hima is mada 8t tha ampioyae's pey ratp at ima,_ of payment of

ssparation from Clty service, which often is higher then tha pay rete effective whan the warﬂme
was workad, Thisls due to wage lncraaees, salaly step Intresses and prcmoticns

' GURZA000677
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HONDRABLE MAYOR AND OITY GDUNGH. _

Febnzary 10,20 o
Subject;fﬁtgmman! with SJPDA and adepﬁon of appreprisfien orcﬂmmne amimdminls lrl the Genara! Find
Page dufd

_The Tantative Agreemant prnvldas that, effective Juna 28, 2009 the amount of nvenime for

which an employes can dlest b be pald In cash shall Icreaae from a maximurn af fwea hours
tp 8 maximum of slx haurs per blawaakly pay parlod. The Increase Iy overtims that an employes

can eleot to have pald in cash Is not an entitiement ta overtime sinca any overtims workad must

‘be appropriately autherized.
Certaln Palice Managainan! Clessiﬂcatiens En Unlt 89

Tha new agraemant wfth the SJPOA incliudes ro}]mg lnto baag pay the Ant-Tarrorism Training
Pdy and Hofiday-dn-lley Pay. In addition, the new agreement Includas 5 1.78% genaral wage
Incragse !n»l!eu of an enhancament to the current retiremant formule, ’ .

The incumbents in the Chiaf of Polloe and Asslstant Chief of Pollce ciassiﬂcaﬂons are not

reprasented by the SJPOA, Those positions are unrepresanted and are part of the Cliy's )
Execullve Management (Unft 99). Bath of these dassifications recelve similar premium pays
that members represented by thé SJPOA receive, An analysis wiil be conducted of the various

premium pays réoelved by the Chlef of Polioe and the Assistent Palice Chief. Any changes that |

are rscommended for thesa two classifioations snall ba brought forward to tha City Councli in
danjunction with thia recommendatio ns refated to Unit 98 for 2008-2010,
EVALUATIQN AND FOLLOW-UP

The new contred Inoludes a provision that Indioates that | the City afd Unler have agreed to
research and consider eppreachaa {o millgating the cost to hoth partias of acfive smployes end

_refiren healihvare benefits, This Labor%anagement Cornmittee ¢ hall begin on or before

September 1, 2009

- PUBLIC omggcﬂnNI.EREST

" m Criterfa 1: Requires Count:!i aation an the use of publlc funds equai lo $‘i milllnn or

greater, {Roquired. Wabzife Posting)

| Griterla-2: Adaption of a new or reulaed policy that may haya fmplioations for publio
" heslth, safety, quality of iffe, or ﬁnanclal!eaononﬁc vltallty of the City. {Required. E-malj
and Websita Pos{!ng} . _

D Cr:tarla 3: CQnslderatmn of proposed changes to service dellvery, programs, steffing that -

© may have impacts to community servicea and have been identified by staff, Councitor a
‘Cammunity group ihat reqisires special autreach, (Requl red: E-mal, Wabslta Pasting,
Communlty Meetings, Notlce In appropr!ate nawspa‘pere)

This ltem mests Criterfon 1. Th&a mamorendum wilf be postect enthe Citys wabslle for the
February 24, 2008 Coum:l! Aganda

* COORDINATION

This me mcrandum was rmord!nated with the City Attomey’s Office, and the Clty Manager’s
Budget Cffics,’

GURZAO000678




v s ———

oA Y raees

74803

- 'HONORAELE MAYOR ANO CITY COLINCIL .

Fabjuwy' 10, 2000 | ’ - . : T
Subject: Agremment wiih $9POA and adeptian of eppropriatian oidinence amendments In the Ganete] Fuad

Prgraof@ '

'COST IMPLICATIONS

“Fhe ongolng Inoresised annual direct cost of the SIPOA agreemart is approximately $11.2
miltion for the first full year of implementation and approximately $4.5 miflion fn the second ysar, -
For the 2008-2008 fiscal ysar, due to thé affactive Implementation dates.of the keyprovisions of

' the tanlative agresmant, the Police Depariment's parsonal sarvices appropriation reaqulres an

Increase of §10.8 mifon. These costs do not Include the currently unknown cost increases for
hesithcare for Betive employess, ' : . _

Mt e diffioult to estimato the increased cash cost of providing employeea the opporiunﬁy to éied

cash payment for up fo three addktiona! hours of overlime par pay perlod sinca i 1s difloult to
antidpata tha namber.of employees who Wit be authorized {o work tﬁe overtima and elact to he

- paid In cash for that overllma, The incréasa in overtime that an employee san alect io hava pald-

In cash Is not en antilement to ovartimb sinde any overtime worked must bo eppropristely
authorizad, Such authorization for overtime will vary hasad on public safaly needs, Evén
overlima taken as compensefory fime i a fabllity that must ba pald In cash if the amployee |
does. not use the compensafory tme. Thé coat of paylng employees cash for overiime at the -
time the overtime Is workad Js ultimately lower than the cash payments that would resuft in
future payoufa of accrued compansatory ime. Cash payment of ovartims ié mads at the curfent

‘tate of pay and not a potentially higher rate of pay that could result bevause of genheral wage

Incresses, salary step increasgs and promotlons. Based upon a review of overlima worked in

; 2008, the cash cost of tha Increase in the amount of -hours that an amployee van elect to take
as cash varsus compensatory fime s ssfimated to ba in the rangs of '$3 to $4 million in 2008+

2010, Regular management of overtime costs Is necossary and expectad .at any tima,
However, glivan the City's fiscal situation, the Police Depariment will need fo enhance jts - .

- management of overfima (n a stratsgle and closely nionitored manner and authotlze gverfime

only In Imifsd and nacaseary clrcumstances, For hudgelary piatning purposas, fhe 2009.2010

- Ganeral Fund Forecast will Include a $2 miilion incresse Jn the Police Department's overtime
allocation, Tha sclual overtime’expendituras will be closely monitored.

* The Clty and employees represented by tha SJPOA will phase-in fo fully fund the full Annual

Regquired Gontribution {ARC) over a five yaar period. This will result In'an (ncremental increase

"of up o a 1.28% of pensionabia’ pay In each fiscal year for employees, and an Incrementat’

increase of up fo 1.35% of penslonable pay In emch fiscal yaar for the Clty, This Is
approximsioly & $2.1 mifllon cest to tha City in 2009-2010. Tha Plan's inilal unfutided retiree

-heuithesre liabliity shall be fully amortized over a thirty year perfod so that 1t shall be pald by

June 30, 2038 (closed amortization), .

o
" Alax Gurza .
Director of Employee Relations

For questlané pleasa contact Alex Gurza, Director of Employee Ralations, at (408) 535-8150.
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City of San José
- and

San José Police Officers’ Association
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Service from a reciprocal agency may not be combined with the City serviée in
order to earn four {4%) percent per year. :

495 Effective July 1, 2006, the following employee paid plan changes will be in effect
for all employees represented by the organization;

48.5.1 Elih\iriation of the thirty (30)-day window for the redeposit of withdrawn
contributions, allowing for redeposit at anytime for active employees.
Total impact to the plan to be paid by affected employee.

49.5.2 Elimination of the thirty (30)-day window for the purchase of service
credit for previous Federated Retirement sefvice credit, allowing for
purchase at any time for active emplayees. Total impact to the plan to
be paid by affected employee.

49.5.3  The ability to purchase service credit for tir‘n_é on unpaid leave of
. absence. Total impactto the plan to be paid by affected employee.

49.6 In lieu of an enhancement to the current refirement formula (2.5% of final
compensation per year for up to 20 years and 4% of final compensation per year
~ for 21-30 years of service), effective June 28, 2008, employees in classifications
represented by the POA shall receive a 1.75% base pay increase. The 1.75%
base pay increase shall be added to the general wage increase effeclive on June

- 29, 2008, and shall not be compounded.

ARTICLE 50 RETIREE HEALTHCARE FUNDING

50.1 The City and the Employee Organization agree to transition from the current
partial pre-funding of police retiree medical and dental healthcare benefits
(referred to as the *policy method”) to pre-funding of the full Annual Required
Conlribution (ARC). for the police retiree heaithcare benefits plan ("Plan™). The
trangition shali be accomplished by phasing into fully funding the ARC over a
periad of five (5} years beginning June 28, 2009. The Plan’s initiat unfunded
refiree heatthcare tiability shall be fully amortized over a thirty year period so that

it shalt be paid by June 30, 2039 (closed amortization). Amortization of changes
in the unfunded retiree healthcare liability other than the inifial retiree healthcare
fiability {e.g. gains, losses, changes in actuarial assumpfions, etc.) shall be
determined by the Plan’s actuary. The City and Plan members (active
emplayees) shall contribute to funding the ARC in the ratio currently provided.
under Section 3.36.575 (C) (1) and (2} of the San Jose Municipal Code.
Specifically, contributions for retiree medical benefits shall be made by the City
and members in the ratio of one-to-ohe. Conlributions for retiree dental benefits
shall be made by the City and members in the ratio of three-to-one. When
determining the contribution rates for the Plan, the Plany actuary shall continue to
use the Entry Age Normal (FAN) actuarial cost methad and-a discount rate
‘consistent with the pre-funding policy for the Plan as outlined in this Article.

SJPOA MOA tuty 1, 2008 ~ June 30, 2010 ' ' Page 85
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50.2 The City and the Employee Organization further agree that the Municipal Code
and/or applicable plan documents shall be amended in accordance with the
above agreement and that the Employee Organization will support such

“amendments. S

50.3 Itisunderstood that in reaching this agreement, the patties have been informed
by cost estimates prepared by the Police and Fire Department Retirement Plan
Board's actuary, and that the actual contribution rates to reach full pre-funding of
retiree healtheare will differ. The phase-in to the ARG shall be divided in five
steps (using a straight line method), each to be effective on the first pay period of
the City’s fiscal year in each succeeding year. The first increment of the phase-in

- shall be eéffective on June 28, 2009. Itis understood that because of changes .
resulting from future actuarial valuations, the amount of each increase may vary
upward or downward. The City and Employee Organization agree that the Plan
member cash contribution rate shall not have an incremental increase of more
than 1.25% of pensionable pay in each fiscal year and the City cash contribution
rate shall not have an incremental increase of more than 1.35% of pensionable
pay in each fiscal year. For example, if the members’ contribution rate is 4% of
pensionable pay, the subsequent fiscal year's contribution rate for retiree
heaithcare tannot exceed 5.25% ofpenstonabie pay.

50.4 - If, at any ime the calculated Plan member cash refiree healthcare contributions
exceed 10% of pensionable pay or the calculated City cash retiree healthcare
contributions exceed 1 1% of pensionable pay for the City (excluding implicit
subsidy), the parties shall meet and confer an how to address any refiree

~ healthcare contributions above 10% of pensionable pay for Plan members or
11% of pensionable pay for the City in order to fund the full ARGC. Such
discussions shall include alternatives to reduce retiree healthcare costs. if he
patlies are unable to agree on the manner in which to fully fund the retiree
heaithcare ARC (contributions exceeding 10% of pensionable pay for Plan
members ar 11% of pensionable pay for the City, excluding implicit subsidy),
applicable impasse dispute resofution procedures shall apply.

' Nothing in this Article shall be construed to obl:gate Pian members fo pay more
“than 10% of pensionable pay or the City to pay more than 11% of pensiohable
pay to fund retiree healthcare. -

50.5 The City will establish a quaiified trust (“Trust”) before June 28, 2009. If the Trust
can ot be established before June 28, 2009, then the City will hold in a separate
reserve any required confributions over the policy method and then deposit, with

. interest actually earned, into the Trust as $00N as practical after the Trustis
establtshed _

" SJPOA MOA Juiy 1, 2008 — June 30, 2010 . — ~ Page 66
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- B0.6 [ltis the objective of the-parties' that the Trust created pursuant to this agreement
shall become the sole funding vehicle for Police retiree healthcare benefits,
subject to any legal restrictions under the current plan, or other applicable iaw.

ARTICLE 51 MOD!FICATION OF BARGAINING UNIT WORK

511 - City Attorney’s Office. Ofﬁcers and Sergeants assigned to the City Altorney’s
Office may be reassigned fo the Police department but such positions will not be
civilianized,

512 For opt!mai resource management, the City, in its discretion, may add civilian
personnel to perform the work currently performed by sworn personnel provided
the following:

51.21 The POA bargalnmg unit will not be reduced in number of positions as a
result of that action,

51.2.2 The woik is not normally associated with sworn Peace Officer status and
' does not require a P.O.S.T. certificate. Examples of duties which are
normally associated with Peace Officer status include the foliowing:

-eriminal investigations

-patrol-refated functions

~emergency services

~community policing

-training of sworn personnel on public safety- related issues
-processing of prisoners, and

51.2.3. The City conducts a meeting with the POA fo discuss operalzonal lmpaet
prior to makmg & final decision.

51.3 ltis understood by the parties that Investigative Aides and Corﬁmunity Service -
Officers are applicable to subsection 51.2.2 of this provision.

5§14 During the term of the 2008-10 agreement no more than fifteen (15) sworn
positions will be “civilianized” in accordance with subsection 51.2. Any further
civilianization, as defined by this section, would be subject to the meet and confer
process at the expiration of this MOA,

51.5 The parties wil evaluate the effects and success of subsections 51 .2-51.4 atthe
end of this agreement. Agreed upon modifications, if any, shall be included in
the following agreement. _

SIJFOA MOA Ly 1, 2008 - Jung 30, 2010 - —Page 6t

GURZA000685



THIS AGREEMENT executed on the 24th day of January, 2009 between the City of
San Jose and the San Jose Police Officers’ Association, in WITNESS thereof, the
appropriate representative if the parties have afﬁxgd their signature thereto.

For the City of San Joss: For the $an Jose
Police Officers’ Association:

Debrar Fifjonbﬁ
Clty Menager

%/

Alex Gurza
Director of Employ_ee Relations

~ Senior Ex_ecﬁtwe Analyst _ Chlef Financial Officer

%M@W

Robert St, Amour
Diractor

John T ha
Generai/Co

SJPOA MOA July 1, 2008 — June 30, 2010 . Page 73
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s SUPPLEMENTAL o
SANJOSE - Memomndum

CAPITAL OF SILICON VALLEY
TG: HONORABLE MAYOR AND " FROM: Alex Gurza
CITY COUNCIL S
SUBJECT: SEE BELOW - DATE: June 1, 2009

* Cfofos

' .SUBJECT' TERW F CITY'S LAST, BEST FINAL OFFER TO OPERATING ENGINEERS,

EOCAL NO. 3
COUNCIL DISTRICT: N/A
SNi AREA: N/A
- SUPPLEMENTAL MEMO

REASON FOR SUPPLEMENTAL

Based on new information, this memorandum supplements the memorandum dated May 21,
2009. On May 28, 2009, the City recelved nofification from Operating Engineers, Local No. 3
that they will be taking the City's Lest, Best, Final Offer to a vote of the members. Therefore,
the Council action elther needs to be implementation or approval of the agreement in the event
the membership voles fo accept the City's Last, Best, Final Offer.

in addition, OE#3 raised concemns about one provision under Article 27, Retiree Healthcare, in
the City's Last, Best, Final Offer that has been in the City's proposals since March 19, 2008,
This provision under Section 27.6 provides: “The Union hereby waives any potential right to
meet and confer over retiree healthcare benefits for future hires.” If OE#3 had agreed t the
City’s Last, Best, Finai Offer, this provision would have been a part of the agreement. However,
there was no intention to uniiaterelly implement that provision and it was not mentioned In the
summary of terms in the Council memo dated May 21, 2009, However, to avoid any
misunderstanding, we have removed it from the Csty‘s Last, Best Finai Offer and sent o
OE?#?» on June 1, 2008, which is attached

RECOMNENDATION

A. Adop! a resolution approving an agreernent of the terms of the City's Last, Best, Finai
Cffer, as described in the memorandum dated May 21, 2009 and this memorandum,
between the City and Operating Engineers, Local No, 3, and authorizing the Cly
Manager to execute the agreement, effective June 28, 2009. :

B. In the alternative, in the absence of an agreement, adopt & resoiution approving the
implementation of the terms, as described in the memorandum dated May 21, 2009
and this memorandum, for employaes represented by Operating Engineers, Local No.
3, effective June 28, 2009,

‘GURZA000687
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HONORABLE MAYOR AND CITY CCUNCGIL

June 1, 2008

sgpplamen!al Memo

Subjoct: Terma of City’s Lost, Best, Final Difer to Operating Enginesrs, Locat No.3

Pagezof2

QUICOME

Adoption of a-resolution approving an agresment of the terms of the City's Last, Best,. Final

-Offer, as desoribed in the memorandum dated May 21, 2000 and this memorandum, between

the City of San Jose and Operating Engineers, Local No, 3, and authorizing the Clty Manager to
execute the agreement; effective June 28, 2008, In the alternative, in the absence of an
agreemant, the adoption of a resolution to implement the terms of the City's Last, Best, Final
Offer,as described in the memorandum dated May 21, 2009 and this memorandum '
implementation of terms does not resutt in Impiementaticm of a Memorandum of Agreement

(MOA).

b

Alex Gurza
Director of Employee Relations

For guestions please contact Alex Gurza, Director of Employee Relations, at (408) 535-8150.
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SANJOSE  Ofteof the City Mangger

CAPITAL OF SILICON VALLEY ) ' TMPLOYRE RELATIONS

Via Email, Fax, U.8. Mall and Hand ﬁallvery

© June 1, 2009 |

Biil Pope , - ' '
Business Agent, Operating Engineers Local No, 3
1854 The Alameda, Sulte 110

San Jose, CA 95126

RE: Last, Best, Final Offer
Dear Bill: |

On May 14, 2009, we sent you a letter enclosing the City's Last, Best, Final Offer, in
that Iatier, we acknowledged recelpt of your latter dated May 12, 2009, that Indlcated a
desire fo meet as provided for In Section 23(b) of the Clty's Employar-Employse
Relations resojution. We advised you of our Intont to take the Last, Best, Final Offer for
Councl! approval in eary June and that, thereforse, it was important to meet soon. We

s sked that you ploase let us know your earliest svaitabifity to meet.

On May 18, 20089, we followed up when we dld not hear beck from you about _
scheduling a mesfing. You responded on May 18, 2009, stating that you would be In

"contact with us once you received direction from your members, On May 26, 2009, we

still had not heard back from you, ahd wa advised you of our intent to piace the item on
the June 9, 2008, City Councit agenda. On May 27, 2009, we sent you a copy of the
Councll memo, . _ : C

We recaived an email from you on May 28, 2009, indlcating that at the OE#3 Genetat
Membership meeting held the previous night, the members in attendance
overwhelmingly gave the Negotlating team direction to teks the Cltys Last, Best, Final
Offer to the rest of membarship to vote, Your emall Indicated that you would iike to
acacmplish the vote over the next waek and requasted our office’s assistance in
facllitating getting this accomplished. We are glad lo be of assistance, and our office
has been In contact with you, We understand that the voting will occur over several
maeetings beginning on Wedneaday, June 3, 2008, ,

We hope the OE#3 membership will vote to accept the City's Last, Best, Final Offer,
Howsver, on May 29, 2008, we received a fax of an Unfair Practice Charge that Ot#3
has filed with the Public Empisyment Relations Board. The City wlli be carefully
ravlewing the Charge and responding socordingly.

200 Bagt Sﬁma Clara Street, Son Yosé, CA 95113 fef (108) 535-B150. fux (408) 292-64 36 WWW,SRIJOSCCR.B0Y
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Last, Best, Flnal Offer
June 1, 2000 :
Paga2of2

We noted that one ltem OE#3 is raising ks the provision that states, “The Unioh hereby
walves any potentiaf right fo meet and confer over retiree heaithcare benefits for future
hires." This pravision has been In the City's proposals since the proposai presented fo
OE#3 on March 19, 2009, Our proposei regarding the negotiability of fulure empioyee's
retires medical benefits was a response to comments made by you at the bargalhing

- {able, and OE#3 gave no indication thet they were niot in agreement with that language. '

The Clty has no plans 1o unilaterally implement langusge regarding the negotiabiiity of -
retlree heaithcare henefits for future hires. In addition, to aveid any misunderstandings,
the Clty hereby withdrawa section 27.6 of the Retiree Heslthcare portion of our Last,
Bast, Final Offer. (Revised proposal enclosed.)® Piease note that the only change to

the Last, Best, Final Offer attached is the removal of this provision.

Wa look fonu_afd to hearing back from OE#3 regarding the resuits of the membership's
ratification vote prior fo the Clty Council's action on June 8, 2008, fo implement our Last,

- Best, Final Offer.

Sincerely,

V-

Alex Gurza

‘Diractor of Employee Refations

Enclosum

¢: Gina Donnelly, Deputy Director of Employes Relations

- YyWhen and Hthe Clty dacidas to purste different retires heslthcers banefils for futira hires, we will provide OE#3

with advance notlca so ihal we ean discuas any applicahle bargalning obtlgai_{ons el that time.
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2609 OE#3 NEGOTIATIONS
CITY LAST, BEST, FINAL OFFER

One yeat, effactive the beginning of the first full pay pariod fol%owlng ratification by the OE#3
Membership and approval by the City Council,

" All OE#3 represented smployees will have step and merit Increases frozen throtigh the term
of the agreement, This means that all wages will be frozen through the term of this
agreement for employses represented by CE#3. Upon the expimtion of this agreamant,
amploygee Wil become eligible for stop Increases upon complation of an additional 2080
sonlotity hours after the date they did not recelve a step Increasa for which they were
previously afigible. :

Bee Attachéd

Clty of San Joge
Juna 1, 2009
fPage 10f 1
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12009 CITY OF SAN JOSE - OE#3 NEGOTIATIONS

LAST, BEST, FINAL OFFER
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Proposed Language

5.8  Health Insurance, -
551 m;xwummmw%@myemmtmmm
employeo—and-dependoni-coveragerand-the-amployse—witl-pay—10%--of-the-sremium-—for-the

swaet-prlead-nlap-indo-n-reavimum of-SE0.00-parinonth nr-amploves-aolosta-a-elan-0

_ pay-ninoty-percent-(80%6)-of the-full-promium-cost-of-the-lowast-priced-plan-for-smployes
or-employes-and-dependsnt-coverage,and-the-employes-wilb pay-ten-peroant-{10%)-of
tho-premium-for-the-lowest-priced-plan-up-to-a-maximum-6f-one-hurdred-($400)-per

© required- :
be-pald—far—by—lha—emplpyeev
Effective the beé;lnning of pay perlod ene-fifteen (18) of payroli calendar yoar 20082009,
the City shall pay ninety (80%) of the full premium cost of the lowest priced plan for
employes or employee end dependent coverags, and the employee will pay ten percent

{10%) of the premium for-the jowest priced: plan for the empioyge o for employes and
mgmgum_ﬁpmm mum%en&-hundrad—and—ﬁﬁy—deﬂars—{%&@}pepmemh
0 oy -

y-doliare (3160) por month the. Clty-shall-pay.tho differoncer 1f an
employes salects a plen othar than the lowest priced plan,
: ium-of-any-ether-plan-beyend-the-cest-of thedewast-p

ba-pald-for-by-the-employee oyee shal he diffe @n the lofa] cost
g selected plan and the City' b wards the lowest priced r
employse or for emplovee and dependent coverage. '
5562 Effective Jc 09, co-pays for ell available shall be as follows:

a. Offics Visit Co-pay shali be Increased o $10
b. Prascription Co-pay shall be Increaged to $5 for generle and $10 for bre_nd riama. (The Biua
Shleld HMO will continue to Include $15 for non-tormulary drug co-pay.}

__¢. Emergency Room Co-pay shall ba Increased to $50

£.6.3 _Tha Benafits Review Forum representatives may evaluate and recommend eppropriate changes
In the Haalth Insurance, Dantal, and Crthodontie coverage, subject to gpproval by the City _ug
ratification by ihe empioyae organlzaﬁon.

é

Clty of San Jose
June 1, 2009
Page 1 of 1
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Proposed Language

ARTICLE 28 = DISGIPLINE

Dtsoipiinary aclion 8 dsfined as dismissal, demotion and "suspens!on In addition, the appolnling
authority may reduce an employee's salary step The safary may be reduced to no lowsr than step one
of the five-step salary range, and the term of the salary reduction will be specified In the notles of

JIntended discipiine. The salary may be reduced elther for a specified period of time or untli the condition

which caused the salary reduction has:been comected, The employse may appeat this action to the
Civil Service Commlss!on according to the same niss as apply lo olher formal discipltnary appseals,

‘The Clty has a pollcy of progressive diecipiine. Discipline is Intended to be conectiva whenever poaslble,

Discipline wiil bs Inlieted pursuant to the guidefines outlined in ths City of San Jose Disclpline Training
Handbook, When the nsed for discipilnery action arises, disciplinary ection will be taken comtnensurate with
the serlousness of the offense.

The Clty recognizes the process of timeij{. fair and consistant dlsciplinary actlons is a key factor in maintaining
positive ampioyer-employee relations. it Is In the interests of both parties to have aﬂega!}ons of misconduct
investigated in a thorough and timely fashion.

The appesi process for- any discipiinary action shail continue to be oniy those In effect at the time of the
execulion of this agresment. _

Whan an em ployee Is belng interviewed and the employee reasonably belleves that lhe Invest!galicn ia tikely to
result in discipiinary actlon, the smpioyeo has the right lo request to have a unlon representative present during
the investigative interview. -

No provisions of this Arlicle za-eha'il be subject to the grisvance procedures of this agresmentAgresment. }_‘h_q

gmzeal process lor any disciplinary action shall only be thoss described in the San Jose Municipal Code and
San Joss Diselpline Potlcy Inthe Clty Poli anual and are nof sublaet to s {throu Hevancs

Q@mdum of thls Agresment.

City of San Joss
Juna 1, 2000
. Page1of1
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2009 CITY OF SAN JOSE - OE#3 NEGOTIATIONS
LAST, BEST, FINAL QFFER

" ARTICLE 27 RETIREE HEALTHCARE

(Current Article 27 and subseguont articles to be e-numbereJ

27.3

The City & nlo o transitio current parlal pre- of retimse

medioal and dental naauhcam berggﬂ_s (reigﬁsl_d to as the "polley mathog") to g{e-fgnd!ng
of the full Annual for tha althcare a

The transition shall be accomgj__hed by ph asing Into fully fundin Covera

, fﬂve (B} ysara hgglnn ﬂq Jung 28, 2008, T’BB Plan's |nitia! unfgngeg retirea heatthosre

shall be fu doveraf aar period so that it shall be pald by Juna
30 2039 clogad amortfza {a. Ezatlon of o 1y the unfunded retiree

ara Jla an the !nlilaf r aaithi fabillly (a.q. insoss
SRY. D - I

chengss ih aclus oINS Jate i f

nd Plan mamb 83 ghaii contrbu ¢ fundin lhs ARGi the

ratlo our v ' 32 380 3} of § Joge Munl
Cods. S@osﬂoar iong adlca) be shall be mads a Ci

and mambers [1 he railo of ugi gﬁs, Cg}_tdbgj]gm tor ratires dantal benefits sha!tng

' de by the lo_of eight-to-three,  When determining the

contribution @1&3 for the Plan, the Plag actuary shall continua fo usae the Enfry Age

airmai {EAN) actuarial cost method gng g disoount rate o nsisten! with 11§R!9,-Mndir_}g
policy for the Plan as outiined In this Artigle : :

¢ manls mendsd ce 8 above agreetent : at th
Unio, sy ortsuc 8 enls, -

it is tndarstoad that inre is a 19 lﬂes a &n in
iﬂ &6 atnent Syst

1stimates prapa btheFed - . an :
aclug that ths gctuat ¢o buﬂon rate ch fuli Ing of refl

heaithcara will differ. The phase-in lo the ARC shail he div]d@ in five steps {gs}g@
stralght ing method), each o be effectiva on the first vay perfod of the City's fiscel vear

: n sgoh succeading vesr, The first increment of the thase-in shail be effective on June

it is undarstood that becmus &5 resuit ura ao
valuations the amount of ea 8 [may v ard or dow ]
U agrse that the P amber tion rata shall not have an In

Increase of more then .76% of pensiohable pay in each flscal vear and the City cash

ftlbution rate g ot have an incremental inora ore than .76
enslonable pay ih each flscal year, For example, if the members’ ggnmguﬂon@ als
f a subseguent flscal vear's coptribution rale for
healt cannot axcead 4.76% of penslenable pay, Notwithsta 8 limitations o
{he incremental Incraases, by the end of the five vear phase-in, the Clty and plan _
mempers shalt bs contributing the full Annus] Required Contributiep |n the ratie currently
provided under Section 3.28.380 {C} {1} and (3) of the San Jose Munldbal Code,

2714

Ths City will establish & guallfied trust ("Trus?”) before June 27, 2010. Unti such fime as

a Trust Is established, the Cily and employee contributioha under this agresinent shall
ba made into ths exisiing Madical Benefils Ag unt for as fong.as the contributions can
be mads into the Medice] Bensflta Account In accordance with IRS limitations, If the
Cliy of Ban Jose
Juno §, 2008
Page{of2
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i 2009 CITY OF SAN JOSE — OE#3 NEGOTIATIONS
: - LAST, BEST, FINAL OFFER

- Trust is pot establishad prior fa reaching the RS imitetion, the partias agree to meetand
discuss altemative funding vehicles, ' '

27.6 _ itls the abjecfive of the parties that 'gae Trust created pursuant to this agresment shall

become tha sola funding vehlcle for Federated retires heeltheare banefits, sublact to any
fegal restrictlans under the current plan, orother avplicabls jaw,

Cily of San Jose
June 1, 2008
Page 20f2
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" RD:SSH - - ‘ . o ' ' RES NO 74988
6/27/2009 . _

RESOLUTION NO. 74988

A RESOLUTION OF THE COUNGIL OF THE CITY OF SAN JOSE
APPROVING IMPLEMENTATION OF THE TERMS CONTAINED
IN THE CITY'S LAST, - BEST, FiNAL OFFER TO THE"
OPERATING ENGINEERS, 1LLOCAL NO. 3, EFFECTIVE JUNE 28,
2009 :

. BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF SAN JOSE:

1. That the Implementation of the City of San José’s Last, Best, Final Offer to Operating -
Engineers, Local No. 3 is hereby appraved. The City Manager is heraby authorized to
implement the City of San José's Last, Best, Final Offer to Operating Engineers, Local
No. 3, effective June 28, 2009. B _ :

2, The terms of the City of San José's Last, Best, Final Offer to Operating Engineers,
_ Local No. 3 are set out and described in the Memorandum to the Mayor and City
Councll dated May 21, 2009, from the Director of Employee Relations and attached as
~ Aftachment A and incorporated in this Resolution.

ADOPTED this 16th day of June, 2009, by the following vote:

AYES: CHIRCO, CHU, CONSTANT, LICCARDO, OLIVERIO,
 PYLE; REED.

NOES: . CAMPOS, HERRERA, KALRA.

ABSENT:  NGUYEN:

DISQUALIFIED:  NDNE. : c__,!t_ 2 9\
, : CHUCK REED -
Mayor :

ATTEST:

- LEE PRICE, MMC
City Clerk -

T-17886\ 550884 doo ’ 1.
Councll Agenda: 6-8-08 B
llem No.: 3121
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COUNCIL AGENDA: 10126710
ITEM: 33

SANJOSE _ __Memorandum

) CAMTAL OF SILICOM VALLEY .
© TO: HONORABLE MAYOR FROM: Debra Figone
AND CITY COUNCIL - |
SUBJECT: Suspension of SRBR Payments. DATE: October 22, 2010
COUNCIL DISTRICT: City-Wide
o _ SNI AREA: N/A
RECOMMENDATION

It is reconrmended that the City Council direct the City Attorney fo draft an ordinance amending
{the Municipal Code to provide that no distribution will be made from the retirement plans’
‘Supplemental Refiree Benefif Reserves (SRBR) during Fiscal Year 2010-2011.

OUTCOME

 Approval of the recornmendation will temporarily s.uspend Supplemental Retirce Benefit
Reserve payments from the City’s Police' & Fire Department Retiremegnt Plan and the Federated
City Employees’ Retirement System.

EXECUTIVE SUMMARY

On October 20, 2010, the Rules and Opén Government Committee approved to agendize for the
- October 26, 2010, City Council meeting, discussion and action {0 amend the Municipal Code to

temporarily suspend bonus payments from the retirement plans’ Supplementai Retiree Benefit

Reserves (SRBR), .

The Police and Firé Department Retircment Plan and the Federated City Employees® Retirement
System each have a Supplemental Retiree Benefit Reserve (SRBR) that provides asupplemental
“13% cheek” benefit under certain conditions as speeified in the Municipal Code. The 13" pay is
in addition to the monthly pension payments, disability and survivor benefits, annual 3% fixed
cost of living adjustment (COLA) and retiree healtheare benefits eligible retirees receive.’ Based
on the SRBR distribution provisions currently specified in the Code, it is anticipated that there

- will be a distribution of payments o retirees from both SRBRs later this year or early in 2011,

As of June 30, 2009, the plans® unfunded liabilities for pension benefits totaled $1.1 billion. In

addition, the plans had a $1.4 billion unfunded liability for other post emplo yment benefits -
{(OPEB). OPEB benefits include retirec healtheare benefits. Regardless of the unfunded liabifity

GURZA000697



HONORABLI: MAYQR AND CITY COUNCIL
October 22, 2010

Subject: Suspcnswn of SRBR payments

Page 2of 7

ineach plan, the SRBR can stlll result in the distribution of SRBR payments (13™ check) to
Tetirees, -

In recogaition of the significant cost implications of pension and retiree healtheare and the -
importance of retirement reform to-the long-term sustainability and availability of retirement
benefits for City employees, the City has reconvened the General Fund Structural Deficit
Elimination Pian (GFSDEP) Stakeholder Group. This group is charged with providing input o
the City Couneil regarding major considerations and concerns with the existing retirement
systems and priority elements for reform. In addition, the City will be commencing negotiations
with the majority of the bargaining groups in 2011 to discuss thc issue of retirement reform,

Due to the plans significant unfunded liabilities, it is recommended that the SRBR distnbutlons
"be suspended while retirernent reform dlscussmns continue.

BACKGROUND-

On October 20,20 10 the Rules and Open Govemment Commitiee approved to agmdae for the
October 26, 2010, City Couneil meeting, discussion and action to amend the Municipal Code to
temporarily suspend bonus payments from the retifenicnt plans® Supplemental Retirce Bencfit
Reserves (SRBR). This memorandum is intended to provide’ addxtzona] background information
on the program.

Federaled City Employees Re!:remen! System

In 1986 the City Council estabhshed the Supplemcntai Retiree Benefit Reserve (SRBR) in the
Federated City Employees’ Retirement System to alioeate investment income earned by
retirement fund assets that execeds expected returns to an aceount that would fund new, or
supplemental, benefits for retirees.. The SRBR was patteried on Staxe IEngia{lon that had been
adopted in 1983 to- peruit eertain countics to do the same. .

-The Mummpal Code sets forth amethodology for aiiocatmg funding to the SRBR but does not
set forth 2 methodology for distributing the money in the SRBR to the Pederated retirecs'.
(Attachment A) In 2003, the City Council adopted a Resolution establishing the eurrent
d:stributlon methodology.? (Attachment B)

Police and F:re Department Retir*emem Plan

In 2001, the City Couneil adopted an ordmauoc cstabhshmg an SRBR program within the Police
and Fire Dcpartmcnt Rct;remcnt Plan.? (Attachment C)

In 2002, the Councll adopted & Resolution approving the mclhodotog! for distribution of moneys
from the Police and Fire SRBR to all rcmed members and survivors.” (Attachment D)

' Sap Jose Munieipal Code Section 3.28. 3408
2 Resoiu!aon No. 71870

7 San Josc Municipal Codc Soction 3.36 580
* Resolution No. 70822
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HONORABLE MAYOR AND CITY COUNCIL
Octaber 22, 2010

‘Subjeet: Suspension of SRBR paymnents

Page 3 of 7 ’

" Distribution Methodolagy -

The distribution methodology-for each plan is memorialized in Resolutions 71870 and 70822.
* Under the Federated distribution metliodology, all retired members and survivors receive a

- disbursement when the plans” investment retums excéed expected returns. Under the Police and _
Fire distribution methodology, all retired members and survivors receive a disbursement, 50 long

-as the SRBR principal balance would not be reduced by the distribution. For both plans, the
criteria for defermining the payment amount is based on a “point” system. Retirees receive
points based on years of service, number of years retired and final average salary. Under this
methodology, the largest payments ate made to retirees that have been retired the longest and
have rendered the longest service to the City. : '

Retirement Bencfits

“The City’s two retirement systems provide defined retirement benefits to eligible employees.
Both retirenient plans use investment income and employer and employee contributions to
provide ¢ligible retirces with pensions based on years of service and highest averagé annual
salary. The plans also providé a 3% guaranteed annual cost of living adjustment for all retivees,
retiree healtheare benefits, survivor benefits, and permanent disability benefits to eligible

- members and beneficiaries. I

3% COLA

The COLA benefit was changed to a guaranteed 3% COLA in 2002 in the Police and Fire _
Department Retirément Plait and-in 2006 for the Federated City Employces’ Retirement System.
The 3% COLA is guaranteed to all retirees in the plans every year, regardless of the actual
change in the consumer price index. Therefore, when inflation is less than 3% the retirees will
continue 10 receive an annual 3% increase in their pension. The 3% COLA is in addition to the
SRBR (13" check) , - ' :

Liabilities and F undfng Starus
The difference between the pension liability and the value of plan assets is called the unfunded
liability. The unfinded liability is caleulated two ways: (1) based on the market value of assets, -

and (2) based on the actuarial value of assets.

The current unfunded liability under both calcalations is detailed betow.

: L ol @ﬁiﬂﬂ i Roliceand Fire < Totil 757
1 Market Value -31.1 billion $t.obillion - |3%2.1 billion
Actuarial Valie | $0.7 billiqn ) $0.4 biltion $1.1 billion

BT

Market Value $0.7 billion - 30.7 billion $1.4 billion
Actiarial Value | $30.7billion - | $0.7billion | $1.4 billion
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HONORABLE MAYOR AND CITY COUNCIL
Qetober 22, 2010

. Subject: Suspensmn of SRBR payments

Page 4 of 7

The San Jose Mumcxpal Code provides that the City is responsible for 100% ‘of thc unf‘undcd
liability for the. pension benefit.

~ -As a result of this significant unfunded liability, funding ratios for both plans havc fallen

significantly.
S PeHSiﬁﬁY_ s federatedisy
Market Value of Assets 55% -

Actuarial Value of Assets D T1%

[ Market Valos of Assele— 1% .
Actuarial Value of Assets 11% ' S T%
Retirement Reform

In recognition of the significant cost implications of pension and refiree healthcare and the
importance of retirement reform to the Jong-term sustainability and ava:iabrhty of retirement

" benefits for City employees, the City has reconvened the Generat Fund Strictural Deficit

Elimination Plan (GFSDEP) Stakeliolder Group, This group is charged with providing input to
the City Council regarding major considerations and concems with the existing retirement
systems and priority elements for reform. The Stakeholder Group i is expected to provlde a

sumnimary to the Cnty Councl! in November 2010,

ANALYSIS

The SRBR in each retirement plan was established based on the concept that whcn the two.

-refirement plans have “excess” earnings a portion of these “excess” carnings are used-1o provide

a fund for additional benefits to retirees. The Pofice and Fire Departinent Refirement Plan
assumes an 8% rate of return and the Federated City Employees® Retirement System assumes a
7.75% return. When the plaas actual investment relurns exceed the expected retums, a portion of
these “excess carnings™ is transfcrred into the SRBR.

However, the Board’s actuaries bave numerous assumptions inefuding economic and non-
economic factors such as salary growth, cxpcctcd retirements, 4nd mortality raies. When the

- Plans do not meet these assumptions, it results in an unfunded llabzllty As previously indicated,

the City, and ultimately taxpayers are responsible for 100% of any unfunded pension liability.
This is also the case when the investment returns do not meet the assumed rate of return adopted
by the boards, The City has been eXp eriencing significant increases in retirement contributions.
This is due to investment losses in prior years, granfing of retroactive benefit enhancements and
the assumptions used by the plans’ actuarics to calculate liabilities and contributions rates not

. holding true. According lo the City Manager’s Office’s Five-Year Economic Forecast and
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HONORABLE MAYOR ANDCITY COUNCIL

- Qctober 22, 2010

Subject: Suspension of SRBR payments

Page 5of 7

Revenue Projections for the General Fund and Capital Improvement Program futurc rates are
_ expected to rise to around 75% of payrolt for Police and Fire and more than 45 percent for
Fedérated, causing the pto jected annual retirement oontrlhutwn paid out of the Cxty s General

Fund to be more than $2?0 million in Flscal Year 2{}! 4-FS.

The Plans’ had invcstmcnt retums for Fiscal Year 2009-2010 that exceeded the assumed rate of

~ peturn for each plan. Asa result, it is anticipated that SRBR distributions will be made to retirces

~ even though the Plans have a significant unfunded lability. The following chart prov;des the
balancc i the SRBR as of June 30,2009,

Federated

BN e

$19.78 Mllhon

Police & Fire -

$32.3 Million _

It is estimated that roughly $1.6 miilion could be available for distribution to retirees in the
Tederated plan and at least $700,000 coitld be available for distribution in the Police and Fire
Plan. The Department of Retirement Services bas indicated that this prefiminary information
will be provided {o the Retirement Boards in November 2010, and that a déclaration of excess
carnings could be approved by the Retirement Boards as soon as-audited financial statements are

~ reecived. Under the Municipal Code and the current SRBR distribution resolutions, distributions

' auiomat;caliy occur after the Boards declaration of “excess” cammgs

“The SRBR “13“‘ check” is abovc and beyond the monthly pension benefit retirees receive.
Retirees receive a monthly pension.check and a 3% guaranteed cost of living inerease. cach year.

.In addition, cligible retirecs receive lifetime retiree healtheare benefits.

The following ehart provides the average annual pension reecived by retirees for cach plan.’

Last5 Years | $41.30228 | '$3.548.51 | $44.850. % 58.50 21.00-
Last 10 Years | $39.161.78 | $5.212.33 | $44,374.10 58.44 21.13
Last lS Years 836 659 50 1 86,118.16 $42,??? 66 58.37 20.78

e ey SRR R AT AT 5

® Pederated: Data includes appra;fed retirements as of June 10, 2010, Excludes Defetred Vested and Disabiliiy
Retirements that do not meet the Service Retirement Elaglblltty chu{remcnts (55 yrs old with 5 years of service or

30 yedss of service at

any 2ge)

Police and Fire: Data inctudes appraved retiveinent as of June 3, 2010. Excludes Deferred Vested and Disa.blkty .
Retirements thal do not meet the Service Retirement Eligibility Requirements (50 yrs old with 25 years of service,
55 yrs old with 20 years of service or 30 years of service at any age)

* Does nol nclude the value of Retiree Healtheare benefits.
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HONORABLE MAYOR AND CITY COUNCIL
Oclober 22, 2010 ’
Subject: Suspension of SRBR payments

Page 6 of 7 ' :

Lasts Years | $96,884.63 | $7,039.94 | $103.92457 | $5.01

Last 10 Years |- $89,508.69 $12,187.86 | $101,696.55 54,95

Last IS Years | $80,283.78 | $1499554 | $9527933 |  54.76 2831
B T R e e E e e

Due to the rising increases in retirement costs; the City is currently engaged in retirement reform
efforts. It is recommended that the City Courcit suspend distribution of payments from the
SRER until further discussions regarding retirement reform continue and the City Couneil takes
action on retirement reform. As part of the diseussions, the issuc of the SRBR program can be
discussed. Currently the General Fund Structurat Deficit Elimination Pian (GFSDEP)
Stakeholder Group is having discussions on the City’s Retirement Plans and will be providing
considerations and input to the City Council in November 2010. Negotiations with the majority
‘of the bargaining groups will commence in early 2011 and the issue of retirement reform will be
- discussed., ‘ ' '

EVALUATION AND FOLLOW-UP

Approval of the City Administration recommendation to suspend distribution of payments from
the SRBR would require an ordinance to amend the San Jose Municipal Code. Ordinances
.amending the San Jose Municipal-Code would be prepared by the City Attormey’s Office, in
- coordination with the City Manager’s Office. Such ordinances would be placed on a future City
Council agenda for approval and adoption.

PUBLIC QUTREACH/INTEREST

D_ Ci‘iterioﬁ 1: Requires Council action on the use of public funds equal to $1 million or
 greater.. - , o C '
(Required; Website Posting)

D Criterion 2: Adoption of a new or revised policy that may have implications for public
health, safety, quality of life, or financial/économic vitality of the City. (Required: E-
mail and Weklisite Posting) ' .

R Criterion 3: Consideration of proposed changes fo service delivery, programs, staffing

- that may bave impacts to community services and have been identified by stafl, Councif or

a Communily group that requires special outreach. (Required: E-mail, Website Posting,
Comnrunity Mectings, Notice in appropriate newspapers) .

This report will be posted ot the internct and a<opy will be sent to the bargaining unit
representatives and the retiree associations as soon as the memo has been distéibuted,

GURZA000702
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HONORABLE MAYOR AND CITY COUNCIL

October 22, 2010
Subject: Suspnsion of SRBR paymcnts

_ Page 7 of ¥

COORDINATION | .
This niemo has been coordinated with the City Attor_imy’si Office.

CEOA

For qtiestioné p'iease' contact Alex Gurzs, Director of Employee Réiatioﬁs, at 535:8155.

- Attachment A< Sen Jose Municipal Code Sectmn 3.28, 34{]}3

Attachment B: Resclution No, 71370
Attachunent C: ‘San Jose Municipal Code Section 3.36. 580
Attachment D Resofution No. 70822
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Federated City Employees® Roetivement System’

than or equal to zero, the board by written resolution shall declare that there are no
excess camings and shall adjust the general reserve to reflect any negative balance in

* the income accoimt so-that the balance in the income a.ccount is zero as of the
hcgmmng of cach fiscal year.

B D:stnbutsons from thc supplemental nehrcc bcneﬁt reserve.

1. The supplementai retiree benefit reserve shall be used ondy for the bcncf t ofmtlrcd -
members, survlvors of mcmhcrs and surv;vors of retited members.

2. Upon the request of the city councxl of on its own motlon, the buard may make
recommendations to-the eity council regarding the disttibution, if any, of the
supplemcntal relitee benefit reserve to retired members, survivors of members, and
survivots of retired members. The city conoeil, after consideration of the
recommendation of the board, shall determiine the distribution, if any, of the
supplemcntal refiree bcncﬁt reserve to said pérsons.

{Priot codc§ 2904.1103; Ords 20596, 22263 22486 23087, 25092 2?436)

Page3 of 3

GURZA000706



pam )

o RIDISDsdy

quwmom of atired {nerﬂha rs af tha Fedarat(.d

L 'd!qtrlbuﬁons ln accmiame with a mat _‘
.. Bppraved by the City Counall; and

- methcdology,

- SEGTION 1. The City Councit hereby app?oves the melhodoiogy for the d[stribut!on

- . Resolution.

1118103

LA RESOLUT{ON OF 1‘
JOSE  APPROVING *THE
DISTRIBUTION OF MONEY I -
RETIREE BENEFIT RESERVEQF THE FEBERATED cm'_
EMEPLOYRES RETIREMENT FU”N'D

R
L

WHEREAS Section 3. 28 340 D . pmv d‘es that dlslribut[one from tha SRBR

shafi bg mada only for the benafitof raticad memtwr:, survivors of memnc—'rs, and

Ity Empioyees Retuameut System (the

)/ L a
rovides %}t,ﬁm Board shaﬂ Ynak
] I
tominended by the Board. ancf

‘%@

WHERFA the Board nas developed a ma!hodoicgy far ca!cuiatmg the amounl
of distributions from the SRBR and has recommended L:ty Councﬂ appzmai or said

("f P .
: NOW, THFRL‘I‘ORE, BE i REs"'L n BY THE couwctL OF THE CITY. OF
SAN JOSE: :

i

: _gés’.f, .

“’Y‘s '-‘

of moneys {roin the Supplemental Retiree Beonefils Reserve of the Federdled City
Employess Retirement Fund mcomrmanded by the Boart and deoscribed in thia

SECTION 2. This approvai shail rt%’ain it ‘ectuntll sffch ilme as tha Boand

. recommends a subsequent methodology andw‘%F fw fie Cauncli adopta a resolution approv!ng
the subsequent methodoiogy

232968
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BECTION 3. - Totat Annuat Distrihut!on ‘ : E
‘The Total Annual. Distribution for caiundar yoar 2003 shatl ba Cne Miﬂlon Doi!ars
- {$1.000,000), o " : SR

A_.

“yoar of distribution.  For any year in which the actual batanca In the SRBR ns of

SECTION4.  Efigibts Diswibution Pl

A

232968

Res. No. 71870

Thae Total Annuat Ristribition for gagh calendau yagr beginn!ng rnlendar ya&r
2004 shadl ho the sem of (&} the amount,” lt any, i oxcass of the Minlmum _
Batance, and () the annual lnterest -;.amad I tho SRBR as of June-30 inthe

Juta 30 in the yoar of distribution s tass than or:aqualio the Mintrum Baiance

thalotntdlsmbutmn for thal year shall be t[mt&»d to tHe annuai interast anmed in : B
tho SRER. : : ' '

e the purpusod of caitiating the disiributton lo ba made to aach elsgfble '
raclplant, distribltion patte shall be ass[gnsd for Yoars af Bervics and for Yaws
Reltirod as fuiluws

1. Yoass Of Service (YOS)Polnts: - S

a.  For aach Retles, there shall be assigned one {1 } point for eact* A o
~ yoarol the Retiree's Faderatéd City service, o -

3. For each ‘%uMwng Spouse of a Rez,rf,,e there shall be assigned
' ons (1) polnt for sach year of the Rptlme s Fedsrated Cily service.
. Foreach Surviving Spouse of an Adtive Member, there shallbe
~ assigned ane (1) polnt for each year of lhe Aclive Member's
Federated Clty service, _ )
d. Fer each Surviving Children‘s Unit, thecs shaﬁ he assigned one (1 )
pomi for each yeas of the deceased person‘s Fedesated Cily
SGNIG&
e. - For each Optlonal Setuement Beneﬂclary. thera ghall ba assagned
* one (1) point for aach yaar of the deceased parson’s Federaled '
City service. o , _ ' R

o

A L i
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Ras. No, 71870

2. Yeafs Retired (YR)_PQIuta_:

&,

Ly, .

Fur gach Retires, thers sh;s,tll be assigned the number of polnts
eqirivalent (o the number.ofiyeam from the effectiva date of the . )
Retirée‘s_ rafirement to the June 30in the ye'ar for which the Total
Annual Diélrlbuuon is calcﬁ!ated muitiptiad by the purcent of Final
Average Salary the Rotiroe recolves us o ratirament benoﬂt updeor

the Systent's honafit foniwla.

"o pach Sl!rv}vi{tq Spouse ot » Rotireo, ilwm ahal! be ass;gned ma
nutaer of polnis uquivutenl to the sumiof;

i, Themimyer of Vea%s from the offective date of the Retlree s

retiranient to tha date of the Ratires’s death multipfied by lhe
parcant of Final Avemgu Salary the Retiree recelved as a
fetiramant beneff under the System's banefit formu!a and
. The aumber of yoars from the date of the F\otlrea s death to
he Jube 30 In the year for which lhe Tutal Annual
Disiribution {s catcutalad muii:plied by the percent of Finai
~ Average Salery the Relires recaived as-a re‘urement benefit
~under the System” s benefit formula.
I 7ch Surviving Spouse of an Active Member, there shall be
assigned the numher of points equivalent io the ninmber of years
rron" the date of the Ac!we Member's death tg the June 30 in tha

C - year for which the Total Annual Distribution s caloulated muttiphied

d. -

202068

e el L

by Hie percent of Final !\Vemge Salary earaed by the Activis
Member as of the date of death. Foy the purpeses of this_

raragraph, the uemenl of Ftnal Average Salary shall not be less
than forty percent (40%).

For each Surviving Chitdren's Unit:

i. In the case whero the deceased parent was a Reliree, there .

shall be assigned the number of points equivalent to the sum
of: ' '
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Res. No. 74870

(1} The number of years from the effective date of the
Retioe's retirement to the date of the Reliraa’s daath -
wivdipliad by ;ha‘\ orcait of Final Avarage Salary tha
Retires recolved as a rotiraniont banefil utdor the
Systam's bonefit formula, and _

2 Tha manber of ymirs from the dats of e Refirea's
death to the-June 30 la the yeur for which thie Tatal
Annual Di'-frtbu i 13 cateutated multiplied by the |
paccant of flnal Avarage Salary tha Rellres recelvas
as a renrement haonofil :mdar the Systam's benefit

~foronda,

la the case where the decrased paresnt was an Aclive

Mainbar, there shali be assignad the number of polnts _
agquivatent to the numbar of years from the date of the Active :

Mermber's death to the June 30 In the year for whiich the
Total Annual Distibution is ca[cuiated muitlplzed by the
.percen{ of Final éwemgt. Salary exi mied by the Active
Member as of the date of death. For the purgoses of this

patagraph, the nercent of Final Average Salary shali not be -

less than forty pes reent (40%).

e. For each Optional Sottlement Beneficlarv, theve shall be assigned

the number of points equivalent &0 the sun: of; -

RJD:S0sdv

11/18/03
M.
i.
i,

232958

The number of years {rom the effective dale ol the Retireo's

retirement to the date of the Retlree’s death multiplied hy 1he

- parcent of Final Average Salary the Retime received as 6

reficernen| benafit under the System’s benefil Jarmula, and
The number of years fram the date of the Reliree's death to
the Jure 30 in the year for which the Tolal Annual
Distributicn is calcutated muatiphed by the percent of Finat
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Res. No. 71870

L

Avaraga Sah:y the Rgtlraa receivad asa ret!remant banafit

_undar the System's baneht formula

Eligibte Distribution Foints sha[l be caicuﬁaled for each ailglbla reciplanl s8

232368 -

" Holiows: '
1. Fof each Relitea, the Etigible Dlslrlbutlon Polnts are the sum of the YOS
- points and the YR points, B .‘
2. For aagh qumvlng Spousa (afa Retirao the Fitgibla D!stnbuuon Points
arg . C o I
8. Thasumof tha YOS poinls and e YR points. muitlplk-:d by
‘b, The pmcant of the Raﬁma S bensﬁt that is haing recehzad by um
| Surviving H[Ja:mwe ag & monthly benefit, : é-f
3. Foroach buw!v.ng ‘npul!so of sn Aclive Member, the Ei:gihie Distr!buﬂon f”
. Polnts aro-the sutof the YOS pélnh and the YR potnds, ) _ _ i-;
4. Fortha Surviving Childron's Unit; tha Eligible Dhtnbumn Points are: el *“%
a: Tha sum oflhfa YOs pumls end the YR points, mu!tipl!ed by ‘ _ .v??
The parcent of the Relireo s ar Actlva Member & benert that would - ‘
be received by! the suwlvmg Spuube i there were a survlvmg |
spouse, and further multiplied hy
¢.  Twanty-live percéni“{:!:@%)_if there is only one chitd in the Surviving
. Childrien’s Unit or filty percent (50%) If tiers are two children In the N
Surviving Children's' Unlt ot seveny-five percent {75%) if there are i
three or moye cht!dren I the Surviving Chi!dren s Unit. - : !
5. Forthe Optionat Sel{tement Beﬂeﬁc;afy. the Cfegibla Dsstﬂbut{on Points L I
are: - X
LA, The.sum of the \’OS paints and the YR polnt:, muluphed by }
b. The percent of the Ret:rea s benefit thal is being receivad hy the L
Optional Seltiement Beneﬂc:aty as momhiy henefi. . r,,
For the purposes of he calcutation of Eilglb[@ Distribullon Polnls the number of
years in eech calculatlon shat ba lhe actua} number of years rounded lo the :5'_'
nearest five decimal places, -
;
-5. ..
1
ety o i e e 1
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- Res, No: 71 870 -

SUUSECTIONS.  Distobution ngm Vaiy_q ‘ G
- The Dlétnbutsun Folnt Valijs shali ba determmed by dividinn the l‘otai .f\imual
o Distribution {as delam ined gucsuant to SEGTION 3 ahova) by the’ teim numlmr of
Ufgtb]ra Distribation Pctnts for al ehglh!a reclpiénls : '

E!;i‘:’

 BECTIONS.  Allosalion of QL;! niiya ngdeutiou

- The distiblion to ba made to vach ettgible Retirae, %\srvlvlng 3pou~.s ot o

Retirea, Surylving Spatse of an At,twa Mambar, and Optionnt Sattlomarit

- Benaficiary shalt be the a!lgmlo rcclnlant's Ellq:bhz L‘:stnbullon I"oints rnult!pl!ad

by I Distribution Point. V«Iue

.:,; 1"

* Tha distidbution ta be mada 0 each eifgible surviv!ng chatd shan be thc Suwiving

Ghildrama Unil's E.liqlhlu Dtsmbullon Points mu lttpliad by lho Dismbution Pomt
Vaiue and d[\‘ll.‘]ulj by e mlmber of chlldren i the Umt

$EGTI__ON 7.  Forihg 'purposes of this Rasbfulicn, the loliowlag def_initlons shalt
apply: ‘
A,

“Ratiree* maons a.person who has retined from tho F'edarated City Cmplo)rees

. Rotlrament System under the provisiens of the Systenn "Rehrea" doeé not:

Inchide auy person whe has t:eparated from City service butis not receiving a
beneft from the Plan.

SUNivmg Spousaofa Retlree" means the person who meets Ihe efigibility

requitements for 2 surviving «spouae benaf t under Part 12 of Chaplar 3.28 of the -
- Ban José Mun:cipal Code, - "Suwwlng Spousc, of a Relif&@ does not In¢hucia any_' .
person who is receiving a payment fmm tha Retlmment Fund solely becsuse cf a.
'domesttc relations order divid ing the commu nity intene‘:t in the retirement (

benaf ts,

“Surviving Spouse of an Adwa Mambar mieans the’ persun who mests the
eligibility requirements for a. suviving spoUse benefit under Pait 41 of C‘hapter
3.28 of the San José Municipal Code. Suwlwng Spouse of an Achve Member®
doea not include any person whu woulé:l receive a payment Irorn the Retirtement

- iy T i b
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T

Fun up(m the renremant of the Aciive Member soiely bacausa ef a domasllc
-relatfcns order dividing the mmmumtf lntarest !n the retirament banaﬂls
“Suiviving Children's Unit* means atiel ;ﬁ;ibie survlwng cittltiren who A6 racmv!ng -
surviving chlidran 5 benahta undar lha app!icabie provls!ons of tho !“aderatad Clly .
Emiployees Retiremant System. . e S -
“Oplicnal Seltiernont Branafh.lary means & porson who s’ recaivlng a monlhly
payment from the System bacauaa of an gtection made pumuanl o Part 13 of
Chaptkir 3.28 ot the San José Munic!pal Code. - % % S
“Minimum Balanco ma:ans !ho gotar amamzt detarminsd by mu!tiplytng Saven
Thousand Dollars ($? 000) by tha tctn! numhar of ﬂligibla reclpients in axlslenca
an June 30 In the yenr fm wh!ch the Tﬁtal Annua!Distﬂbutlon (] oa!cu!alf‘d

:

SEL l'ION 8 Inthe qvanin pamon s a Retlree. a Survivmg Spause of S Retn‘ae, _
Survivisig quUbG of an Active Membat, a membar ofa Sulviving Ch!ldren 5 Uml oran
-CGptional Setllement Bene!lcidf} on Juna 30 In Ire year for wlﬂah lhe Total Annual o
Distribution Is calenlaied, but dies bafara tha distribution for thal yearis mada: . - '

3.7 a1 e b

2

NGRS
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The amount that would have bean paicl t tha Retires’ shall be paid;

t. Tothe deceased's’ pe:san ‘s aligible suwwor(s) of

2 If thare is no eligiliie auwwor, to-the de:easad person named
beue!lclasy ar ‘

3. . If there is ne ehgsbla suwivor end no lwmg named henef‘ uary, to lhe
deceased person's estate. R T i
The amount: thal wauld have. been paid toa Survwlng Spour;e qf a Retlree ora .

'

Survlvlng Spouse of an Active Mamher shalt bo paid: _ "

1. . Tathe Surviving Children's Unit, .or
-7, It ihare is no Survwmg Chi!drem S Uit to tha eslale of the Surviving ‘
Spouse, 'E.'f_.';" )

Tha amount that would have been paid o a. member of the Suwiving Chtldren s
: Untt shiall be paid to the remauung members of fhe Survwing Chilldren’s Unit in
cquai shargs. if there is no member of the Survivor Unil survavsng the amount

232958
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that would have been pafd Shf*“ “Wﬁ”- to ““' SRBR balame o ha carr!ad nver to .
Lo the next distribufion year, . e ;;:

D - Tha amount that woutd have baan paid {o aq ﬁpﬂonai Batlement Baneﬂciary
e shall be pakl to the (}pilonal botﬁamant aneﬂcia ry's astale.

SECT IONg, ~ Nl calculations made pursuanl lo this Rasclu!lon shal! be mada as of
Ju ne 3v in !ha yoar for which this Total Annua! ﬁtﬁhutlon is calcutated, - I %ha avont

) an adjusiment Is made in the Years of Service,” eans Rehrad -or percent of F-‘inm
Avemgo Satury for ony ofiglbla recip!onl and Sm:h adjuskment Ia 'm‘i(i(} aftar June 3G in
the year for which the Total Annual Dlstribulinn Is ca!culalad tare shall ba no - NP
ad}u stment 1o any caloulation inade pu muant lo-{ Is Resotuuan, L P o

A B, A S A e T T et L T AR T

O]

s

-y

T Iy Ly

. ADOPTED this 16" day of mecambei-;’zoot}. 't:y‘_,;he foktqwing v_ot'm 3

AYES: CAMPOS, CHAVEZ. GHIRCO CORTEbE !)ANDG

GREGORY, LeZOTTE ﬁELD Wi LIAMS YEAGER
GGNZALES o

NOES: : NONE

ABSENT: - NONE

DISQUALIFIED:  NONE

RON, eomzaussx

MayOr R
A'I"'! EST: : ‘. g
k)ﬁ:( -M’@J@M B
PATRIQIAL O HEARN, City Clerk '
“ :"‘
232968 .
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Pnlme and lfirc I}epaﬂment Retwémw{ I’Ian Attaehmbntﬂ

3«‘36 58(1 Snx;pierﬁenwl mmehénﬁi“t mﬂwm
;= ':Bﬁln‘bllshmmtﬂhﬂ i‘m‘posc

1 U&e hnmﬁ ‘s’hall pStahItin‘ﬁ resoT ‘.& Iti ﬂw 1'etrmmént {l;mi m be I;nbwn g the:
sﬂ})ﬁlﬂh@ntﬁ whives lmwﬁli&ﬂbi%hr SRBR. '

2 'i‘b&purpbm ofthe- SR}SR giwﬂ ﬁ-ﬂ fo ;no s _iwuurﬁei ef ﬁmdtﬂg, fur b;:n‘i,éhis 10
- - Augpiement those binsinestlierwise brovided by tis plan of thie Clianmer 3.3; plalifq"

| & fominie micfboes obgh phins wig aré 266 Vi bamﬁm&su: iors of mfi Sotiiof -
{;‘;f&mb;ers, anci«smiwrwf membaas wgmi_,a pnbr 105 recéw’ﬁg-bmxeﬁts ihgm aﬁmr, '
;} )
f‘l} Fﬂm’mﬁr

I‘Im‘“ifﬁiagl amqum nilbca ;r,d o ginmsxmn sha]l &e R e 1 “fhg p!énmfciﬁmlw
- _zcmaﬁaiawmsﬁ Tabiitty usof fone10: 1999, asﬂctaﬂn{ugd by Wi ol otgary.
© The b ﬁ«g‘éptuﬂty shalt miqulntéaﬁwmtttal i‘umimg gL w:ﬂxuubw}zm‘d SEx au}

-l amendmuum thnl bocame it Y sl Juo 30, 1993,
E f:Ezmh T £t

; inmxfg:funeéﬂ ZBW ﬂxéw shiali bt& alfmm; 0. ﬂua Eﬁl‘g‘&,m@
Hyevestnent oaininpy Slebitablo 3o Me Mafisict in the SRAT 4 8 duve 30 ot this:

E G&I;zpfﬂi&x : ﬂaf it Whith' ﬂitf’:‘ff{ﬁi:q[fﬁn is ﬁ‘!ﬁﬂ&!ﬂy{:ﬂmeﬂt Hgs gmmed Jotd

cillpulanedtss dhidyele ranSTek sl by pitagssph 3, anda; 67

ihad haeniﬁﬁd“@fz ihe immeﬂ;ﬁiyly fnim«.mng Toly 1 b,

: 20003 reindlesy o skl date W fister tyidg L;{%m

Gvent e, aﬁvmmvﬁms foe the retieiigit fundian fanzero, o - T

E mvzsimém eatninigs shall be allovited tlﬁ]lé SRBR and. 16 reduaﬁon shall e mﬂpw
ﬁé&: SRER balencs eawt;;g!iiis p:wvaded iy wbmc{zon C belaw,

3 *E’m {sﬁard,s];"u detotaittie g vt eamini;sxi‘gr iim iwelve mtmlhk iahﬂmg Joiic. SU
‘ -zngg; fid Tor-th evielye ik Eniting Juio B0, 2001, and shill ififrss the
SREE ptit.of itmxc@sg.émugs for eaeﬁmgduwclve-hmnmmdﬁ

W Wit mnaiy ﬂﬂy’s fmm und aﬁ’cr feeéiiﬁ: afaudltea ﬁﬁ&nmﬂ matcmenm i’m aach

- el yent, € 'j’t:;uamg peiths tie e P, the buac shallatrine; and: iy
Wnﬁanrcsciutm, dordtite (e cxceds paaliBa us of Juhe 30 i baph brph Suglyyege, gnd.
J g'!’mi{«n'ansfer feh fmmxg’;@m ch-exeess éamitigs o e SRME The exmmmﬂga
bl b aﬂded to: um'ﬁnnkpnmpﬁ: atff fs’haﬂnnt b avm[ab!e for d:-;tm'hungn;;;t;ﬁhi:
<%ubseetihn 0.

| C _ Rei(!ucﬁbn eﬂb&ﬁ’&iﬂﬁlmm

il;i ij the cuy § mnimhut:on rate, as &ﬁarmmad by the hogidls ac{uary durmgmv :
-actuari) valintfon performed:dlierJune 30, (999, will fucrease as a resilt of poor
1!1ve$th16ﬁti3ﬁmings in ﬁ)t: feumnmm fiind, mere‘x'hu!! be transﬁ:n‘cd I‘mm the SI{BR.

Pigé To£%
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- Pt ithe é?fj"s__ il‘sm*edséd &

e ﬂleliagul,a‘r ratifs ;mﬂt :ﬂmﬂ@m ﬂz@mﬁenﬁiwmgiﬂgﬂ dn amhuut ﬁqual iu {eit :

ile %ﬁb@@ﬁi@&ﬁéﬁx
[ rdfe ¥ mab 6 E0fisor invesiagit -

: fotily honeas nthe ¢S mﬂmbﬁﬁomam
fmany ;Sl'émﬂxerthmphqt* vestnigit earings induding, butint
ieiisasoddn madlehl or dentd] premium cbsty, enliditeménts wfbemaﬁm

’ffmovtd £ uu(;er fhes ] :n, ot changes i this: aciuanalassumpﬁuu&

Mg g €. oBthis dobsection ., Gy araount T
BIBIL bovumse of thi Dnorense i 1he, lty's it

, af ﬂw- acarim& balanee imlhe SRBR ’as ﬂf l.%ie data gﬁ’_tfle apﬁiami i’f}ﬁﬁm&éﬁé

13? iﬁistﬂhutmns

oy

T ?supplmnenml Henefuts piovade a preater benelitfor hisso Harsons it i;ﬁvﬁ Yt
- Denefibstatis foi  Jougk geited ofinme and thots puribts webelving hs fowest
;mmﬂﬁy Bm{:ﬁt&:&ytﬁ@n fpof’ the nppmva! of the: imdthodalogy y lha cliy cmaxicii :

L Tfamutml ﬁmtxibug""’

’l‘ggiimar& 3113:11 fmﬁkcfamzmiﬁi d;mbﬁlmﬂﬁﬁmihe SRBE tiunug uaIenﬂar wgr
2

gﬁ%ﬁmm aa;ma;a; ;»:‘ji‘%\.i‘i-%o?;;ii‘i,é'ﬁbai?arif;ii};}i:iﬁ;ﬂ;ﬁ'ﬂﬂ.amaiiﬁis&iﬁii&a@’ﬁﬁﬁmi&

miﬂm SRHE shiall-bi madessniely mfdnndf mqfﬁmmi

32, plub-whodig sedelving enefiti 4 of fine 30, 2001, afui
5. whi died prior o l‘éécwfng N

mﬁ inf?fm

i fiﬁ:rmsﬁ 2001 provided,
el 2000, Biilbéfoie e
aritigl diste med o haybeen rocelving bty us of
- £Jviig 40, 200 ) IR

Miibyeqdent aunu,’&f i tiﬁ&mﬁ’qm !Iw*S

‘mmbsrﬁof{hwplan crﬁm it 87 i w
<Juino 30 finrdediately tuiceding dhe AhEilon
miemibok o of feilets Wl idiadpﬂer tej desi
:tecﬂ:ivlng benely tsasafsmdjumatsﬁ R

i me,h ﬁ&rmer
] L‘l\s:haard il divelopy ameﬂmdo}ogy fm d;ﬂtnbmbys frcm ﬂxﬁ’ ;-m;ﬁ am;!t thid.

fﬁébaﬁfﬂ fsh.af{ mq.ké disttibnﬁms i atfeordémce with suth met_f_fod

wf m;y-jglg;p& thc
Hoard shall niot iransfor or disiribute fimds § m m«am;;,:f suéﬁ &auzfur- ur’&tstrihutgbn
vould reduce fhig SRBR puﬁolpah _

Ractcht ax’ wqunvcd by, subseotion C. or'in the case of e it

GURZA000716

Tt nsfgnme;ﬁm{wsjvem uhﬂig!’ojlmng,théa '

ti;vxmrshaitmtmwed ﬁts*sﬁmem | )

ﬂing b&ﬂ@f & ﬁ‘ﬁﬂl this plan’\} wilis ae.
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{’nllcd :!s‘ul me Deimﬂmantkt;ﬁrcmmt I’lan

135,56 Jﬁwtenns S i shal havu -

'éqh;iﬁéeam émﬁ'ﬁmmti‘un ':-thﬁ‘mn:iamnﬂmmfmgt;

ﬂi’ih
: ; provideds b (g Acasinl,
‘ .»Jiisﬁm\":tﬁ&arnmgs Kby '&ﬁ[if;é}ﬂ E}’ L (B 2 onHure J0r6f (fw)ear i
Wlmlifﬁﬂ ‘SRBI{{?&{W !atiﬁm A ot g@@ﬁﬁ?fqﬁs b&eﬁ maiiw o p_[}[é_r Tosorves:
2z "'F&_ﬂiiermcmbbﬁ“ :n}caas a pmﬁbmvho hammed unde;ﬂhe pravlsim\s thhm

el Iwmrﬁl 20ra«tﬂﬁf§@\¢ho. yatated ﬁﬂommtywviwwuhbutfmihg -‘
:_‘—bnt_;_m’h‘smh&;m&ibu G;ewrkdwosﬁ,; iiie oot furd:

3 "Iuvammem eammga 1 éanhtﬁ, aaiirsmgs afﬁz@ mtmstm:nr ﬁmd duﬁng'the welie
‘-mnaﬂ;s,-mding:}‘uﬁc‘ D dg[cmimeﬂ hyiimbunrd's Betpaty uszng&thﬂme R
s veltigdidpy nsed b derciie thisvalue of degers f5v the Setuaial valittion. Jo the
~gase of [vostoerits hﬁim_gg atisilintable to iy BRBR; tﬁﬁappf‘ éaaomv? e - -
: ‘meihadélogé,r shg]t bﬂgmasnf ,Iuls' 1,4 999 <

(Oiﬁls. 26416 25336 }
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- mambers of tha Polfce and Fiie Deparnment Ralire

recommends a subsequent methndology and tha Councli ad

_' "RD:BD:sdv
01fidio2

- e
RESOLUTION No.-_i:riff“o*azz
o SR

A RESOLUTIDN OF THE Gou| IGIL. GF THE GITY DF SAN S

JOSE APPROVING - THE . ETHODDLGY FOR THE
+ DISTRIBUTION OF MONEYSEIN THE SUPPLEMENTAL
- RETIREE BENEFIT RESERVEOF THE POLICE AND FIRE

DEPARTMENT RETIREMENT RUND S

- WHEREAS, pursuant to Sequon'a;ae.é%b;h of the Sen Joss Miniclpsi Code

»the
Hoard of Administration for the Palice and Eirgglgépaﬂmaht Retirament Plan (the

“Boaki"} hes establishied the Suppterental Ralraa Beneflt Rasorve (the "SRER") Inthe .
Police end Flre Departmant Retirament Fundj} ;'?] _ S E T
WHEREAS, Section 3,36:580 £ provi

-.} ke .“ . . - .
189 ibat distributions from the SRBR shall
ba made oniy to retired mambers, aurvl%]faj ambers and stirvivoes of relited
By AT - & -

WHEREAS, Seclion 3,36.560 furthe?s"

. . M g L .
distrlbutions In aceatdance with a mathgd_oioggfﬁevetoped by the Board and approved
by the Clly Councit: and ) ' %}*’% : ’

WHEREAS, the 8oard has dgveit}ped_;%elhqdolqu for catoulating the amount
of distributions fom the SRBR and has :aoorr‘@%udm Clty Council approval of sald

methadology; | .
v . o %‘?‘: l o
NOW, THEREFORE, BE IT Resowé}};.;av THE GOUNCIL OF THE CITY of
SAN JOsE: - . S o . .
: Y : : &
SEGTION1,  TheClty Couuci heteby appiies the raethadology for the distribution

Resoiution,

. o ‘?}- : . H . .
SECTION 2. This epproval shall remain Hiéffect unti such time as the Board

.g:.: .

: lopls 4 tesotution approvirg

the subsequent mathedalogy,

_fbv!desthalthe Boardlshailm,aka oo .

SRR,
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. ) 3 ' . ';1:'-.;-'&
., RD:S0:sdv : o o 'v:;’;..;' Res. No, 70822 "'ﬁrg
01/14/02 _ _ _ 3 B : . g‘%
. i T . . ey 'Q'f("i‘ '

SECTION 3. Basa Distribytion, & | e
A Elghty percent (80%) of the -aanuel amount avafleble for distribution from the b a,;%

. - 'Kw - . =3

. SRBR shalf be distributad asthe "BaseDistibulion”. Tha amount of tha Base

ol .
Distributlon to be pald to eagh Retlrad lg!émber or Survivar Unit ahalf be

determinad by multiplying the tatel Basa_: Istribution 'hy the épﬁttcabie

ot

Dlstributlan Fractfo n. . Pod

i . AL
B, Forth & purposed of caleulating the Dis
tor Years of Satvice and for Years Reti[iir__
1. Yearg Of Sérvice {YOS) Polnté:ﬁé@f

A . for aach Retlrad Mémber}‘?tﬁdm shall ba asslgnad cie (1) point for
. - W . o

oach year of the Retired Membar's Police and Fire Plansarvice for

‘each of the (irst twonty (quﬁiaars plus twa {2) points for ach yaar

I excéss of twenty (20)y, a"fa . : _

For each _SUM\{br Ual, th%% shalt ba asslgned ane {1) point tor
aach yaar of he docease parson’s Polica and Flre Plan servige
for aach of the first hyenty.-)(:'é-{)} years pius two'_(z} pdint_s for each

;i

year In-excass of wenty (ED) years. inthecasa whefé the ‘ . ‘
deceased person gled béfﬁ?‘:;: separating from Clly service, the }f ‘
Survivor Unit shall be nr.aq }é;d with the greater of (i) the adua? | | L}f;}l I
number of years of the de*e,:% sed pérson's Pofice and Fire Plan it

_ . ey ’:‘.:’3- C
service or () ittty yoars i Copad

Years Retired (YR) Polnis: _Theft vééha!i be assigned two (2) paints for -
edch year ratirad whare; B

\;‘;%‘
.

L
i

utlon Fraclivn, points shal be assignad E
& [oflows: _ e

N

ih

a. For sach Refired Membefé‘;{’ears Retired means the number of ~ - ’ 4 !

years from the effective dal of the Relired Member's refiroment 1o = |
[the June 30 immediately é‘fr{ceding the date tha Base Distibution : "3;
Is made, '15_:_{3 ' . (:
b Foreath Survivor Unit, f\’gzégrs, Relired means the number of years f«‘ri,
_ fromthe Sdrvivor ta it‘s-e?ig?iive dale to'the June 30 fmmediaie!y f

Preceding the date ihe.Ba‘"ggDismbuiion is m
date” means: L

ade where "affegtive




-

é&famrﬁialzﬁ. AP s ‘v.‘c-.;}.'*iui »‘fﬁﬁb e ’fﬁi‘: z’-‘;v Mﬁé“s‘ﬁ g Mmm wn-a‘tr:i&@-a‘-‘t-"n“!-'k

A

65702

" For tha purposes of dislributions'i%l‘

SECTION 4,

R T

" RDSDsdy , o ﬁg‘ , Res. o, 70822
01/14/02 )
: e
| G

0 Tha effective date:{of the deceaged persun 5 retiramenl
where tha danaasb died after refiroment undsr this Plan; or

DU h
the decease:gﬁi%
. died after separat g{%‘ﬁom City service but Lefore racelv{ng
any banoflts fromfgls Plan. . o
Y Notwithstanding paragra, ?b above-.-in tha case whero & survhrlrig
spousa's banaflt"s coase: bacausa of ramarrlaga bl wom
. reinstatsd pursuont4o S clion 3.36, 1285, Yoers Rotired for the
Survivor Unit means the@%tual number of years during which

sl
suivivershlp benelits wage Pald from this Plan to any member of the
Survivar Unit, %ﬁ

‘rha Distribution Fractlon shall be delafm!ned as folfows: -

{3 + Yoars Rellred Polnis
Totat Pol;\gg‘{or Base Disklbulion -

Tna amount payabla to sach momber ﬂhe Survivor Unit shall be the lotal Pasg
Distibution payahla to the Survivoi Ugt_l Hivided among the persons in the
Surviver Unlt in the seme prOpoliou églh'a surviuorship beneﬂts Sra patd

,ﬁlg SRBR, the Aumber of yesrs In aach
caleulation éhatt be tho aclual numbaréof years rounded to the nearest year.

: . Bl
Aanus Pavment, “g 3

4»

Twenty percaat (20%]) of the annual amount avallabie for dsstr:buhon fmm lhe

SR3R shail be distrihuted as tha "Boni’is Paymenl“ Bonus Payments shafl be

made anly fo Fellred Members and Sﬂgivor Umls who meet the fo!lowfng

sligibllity re0’ rements:’ 5}9 :

1. © The Years Patirad iz at leaat ien (10} years‘ and

2, The Ret[red Member or St}wivur Unitis receiving a monthily benefit from -
: the Plan that is lass than two- lh?rds of the a\farage menthly relirement
benefit paid during the twoive months ending on the June 30. Emmediate.!y

-preced!ng tha date the Base Dlstnbuﬂon is made. oo
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B'.

The amourt of the Bonus:Paymant to bﬁg\pa_!d to sach- dligibte Ratiraq Member or

) B KR, i |

sligible Survivor Unit shat be daturmlné:t;l_ by multblying the tota) Bonus Payment
, SRR S

by the applicabte Dis,trihution_Frantion;%;

| C. Forthe purposes of ca lcutating the Dis ‘Eﬂhtion Fraction, polts shall be assigned
I for Years Cf Service and for Years R&t]*:; &s descrlbed In SECTION 3 of this
i _ Rosolulion. S . K .:i ' . o
"D, The Distribution F_ractiog ahal_l he ﬁeteq}gﬁg&d as fo_llaws:
- ~ " olat Pols or Bonas Payritant
F, The amount Rayable to each mempor q”._ﬂ_ze Sutvivor Unit shal) ba the totaf _
Bonus Paymanit payable 1o the Stirv!voﬁfjhit divided smong the parsons In the
Surviver Unil In tho sema propqr!!on, a?iﬁsﬂd_su vivorship henefits are paid,
SECTION 5, 1’@& ,
apply: . %ﬁ{ :
A “Ratirod Mamber- 1 é:j
Department Rotirame ¥ t
Member~ does not in '*“L}
Is not receiving a be ﬁj ]
B, Survivor Unit means alf o N

o1,

i,

Al e
e

-ty

ent from the Retiremant Fund sofely NEY
Sy 6
hecauso of g domestic relations ardar quwdfng the communlly Interest in the t :?‘\: ,
fetirament bene fitg, ;"2%;; : ﬁ?
: .‘-‘ 1'3 - " 1
Tolal Polnts for Bese Distribution meggsé the sum of the RUmerators of aH ’
. st
Distribution Fractions for skt Retired Ma;ggars end all Survivor Unis,
Yotal Points for Bonus Payme
L

A

GU
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) .-RD:SD:sdv

Reg. No. 70822
a4/44/02
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RON GORNZATES
Mayor
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COUNCIL AGENDA: 05/17/13
ITEM: 3.6

WOF-% | -‘ L | ; _ B
SANJOSE ~____Memorandum

CABTAL OF SILICON VALLEY

TO: HONORABLE MAYOR - FROM: Debra Figone
* AND CITY COUNCIL, |
SUBJECT: Continued Suspension of SRER DATE: May 13,2011

Payments

COUNCIL PISTRICT: City-Wide
SNI AREA: N/A

. REASON FOR ADDENDUM

. ‘The suspension of the Supplemental Retirce Benefit Reserve (SRBR) payments for both
retirement plans ends on June 30, 2011, To continue this suspension for Fiscal Year 2011-2012,
the City Council would need to approve and adop{ an ordinance for the Police and Fire

' Dcpartment Retirement Plan and resolution for the chcrated City Employees Rctm:mcnt
Sysicm prior to July 1, 2011, .

RECOMME NDA:[IO

Itis recomme_:nded that the Cily Council:

{2) Approve an ordinance amending Séction 3.36.580 of Part 4 of Chapter 3.36 of Tiile 3 of

the San José Municipal Code to provide that there shall be no supplemental retiree benefit

. reserve distribution from the Police and Fire Department Retirement Plan during Fiscal
Year 2011-12, upon a finding that is needed to adopt the ordinance within a time period
which does not allow for a sixty day review period by the Board of Administration ofthe -
Police and Fire Departmeni Retirement Plan under San José Municipal Code Section -
3.36.485.A.; and refer the ordinance to the Board for study and consideration pursuant to

: San José Mumc:pai Code Section 3.36.485. B and

(b) Direct staff to forward for review by the Board of Administration of the Federated City
Employess’ Retirement Plan a draft resolution amending and restating Resolution
No. 75635 1o provide that there shall be no supplemental retiree benefit reserve
distribution from the Federated Clty Employees’ Retirement Plan during Fiscal Year
2011-2012.
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HONORABLE MAYOR AND CITY COUNCIL
May 13,2011
Subject: ' Continued suspension of SRER paymcms '
Page 2 of 5

QUICOME
Approval of the-recommendation will continue to temporarily suspend the. Supplemeutal Rctuee

Benefit Reserve payments from the Police & Fire Department Retirement Plan and the cheratcd
City Employees’ Retirement System during Fiscal Year 2011-2012. :

" BACKGROUND

On October 26, 2010, the City Council discussed actions related to paymeits from the retirement
plans’ Supplemental Retiree Benefit Reserves (SRBR), and directed the City Attorney’s Gffice

to draft ordinances to amend the San Jose Municipal Code to temporarily suspend distributions
from the SRBRs during Fiscal Year 2010-2011. Please refer to the attached Memorandum dated
October 22, 2610. Gn November 9, 2010, the City Council approved the first reading of the
ordinance for the Polioc and Fire Department Retirement Plan and approved sending a resolution
to the Federated City Employees® Retirement System indicating that there would be no SRBR
dlsmbirmn from the’ rctucmcnt plan during Fiscal Year 2010-2011.

The Police and Fire Department Rctarcment Plap and the Federated City Employees’ Retirement
Systemn each have a Supplementat Retirec Benefit Reserve (SRBR) that provides & supplemental
“13" check” benefit under certain conditions as specified in the San Jose Municipal Code. The
13" check is in addition to the monthly pension payments, disability and survivor benefits,
anntal 3% fixed cost of living adjuslment (COLA) and retiree healthcare benefits eligible
tetirees reccxve .

As of June 30, 2010, the plans unfunded liabilities for pension benefits totaled $1. 43 billion. In
.addition, the plans had a $1.53 billion unfunded liability for other post employment benefiis )
(OPEB). OPEB benefits include retiree healtheare benefits. Regardless of the unfunded Tiability -
in-each plan, the SRBR can still re:suit in the distribution. of SRBR. payments (13™ check) to

retirees. -

In 2011, the City commenced negotiations with the majority of the bargainiag groups and those
discussions included retirement reform, including the SRBR program. As of the date of this
memorandum, the City has reached agreements with five bargaining units’, and those agrecments
include side Jetters fo continue discussing the SRBRpm gram. The remaining six bargaining
groups are still pending. :

Tn addition, as part of the Mayor’s March Budgct Message that was approved by the Caty
Council on March 22, 2011, the City Manager was directed to present xecommendations on May
2,2011, to achieve $216 million per year of cost reductions and/or new rovenues for the General
Fund that will allow the City to restore services to the levels of January 1, 2011, within five
yeags. The May 2, 2011, Fiscal Reform Plan, which is seheduled to be heard before the City

" Councit on May 24, 201 1, includes a recommendation to continue the suspension of the SRBR
payments until January 1, 2012. However, to allow for sufficient time to complete the outreach

! The City and the Association of Building, Meehanical and Rlectrical Inspectors (ABMEF) xeached a Tentative
Agreempit on April 29, 201 1. This Tentative Agreoment has been rafified by ABMEIL and subject to approval by
the City Council.
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HONORABLE MAYOR AND C1TY COUNCIL

May 13,2011

Subject: Continued suspension of SRBR payments
Pape 3 of 5

_ and meet and confer pmcess, fo the extent required, the City Admmistratlon is recommcndmg
contlnuxng the suspension through June 30 2012.

‘Duée to the plans’ significant unfunded liabilities, recent 3greemmts with ﬁvc bargaining gmups
" fo cantinue the negotiations on the SRBR, to the extent required, and the recommendations set

* forth in-the Fiscal Reform Report, it is recommended that the SRBR dlstnbutmns oontmue to be
N suspcndsd during Fiscal Year 2011-2012,

ANALYSIS

The SRBR in each retitement plan was established based oni the concept that when the two
retirement plans have “excess” carnings a portion of these “excess” earnings are used to provide
a fund for additional benefits to retirees. Both the Federated City Employees’ Retirement
System and the Police and Fire Department Retirement Board currently assume a 7. 75% tate of
retum

Federated City Emplovees’ Retivement Svstem

" In.1986, the City Council established the Supplemental Retires Benefit Reserve (SRBR) in the
Federated City Employees’ Retirement System to allocate investment income carned by
retirement fund assets that exceeds expectéd returns to an accennt that would fund new, or
supplemental benefits for retirees. The SRBR was patterned on State leg:slauon that had been
adopted in 1983 to permit eertain counties to do the same. '

The San Jose Mummpai Codc sets forth a methodology for allocating funding to thb SRBR and
in 2003; the City Council adopted a Resolution establishing the current distribution
methodology.

Under the section of the San Jose Munieipal Code governing the Federated City Employcees’
Retirement System (SIMC§3.8.340), the City Council can make recommendations to the Board
of Administration of the Federated City Employecs’ Retirement System regarding the
‘distribution, if any from the Federated SRBR, and upon consideration of the recommendation of -
the Board, the City Council can dctcnnme the amount, 1f any, of the distributien f© be made from
the Pederated SRBR. -

. The San Jose Municipal Code does not need to be amended to permit the City Council to
'unplemmt a suspension of Federated SRBR payments. However, the Municipal Code docs
require the City Council 1o refer the recommendation for such suspension to the Board of
Administration of the Federated City Employees’ Retirement System, and to act afiex receipt of
the Federated Board recommendation of such change in the distribution. 1t is recommended that
the draft resolutioa be referred to the Board for its consideration at the June 16,2011, board
meeting and that the City Council consider the comments, ifany, from the Board on une 21
2011, and decide whether or not to suspend the distributien,
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HONORABLE MAYOR AND CITY C(}UNCIL

. May 13,2011 :
Subject: Continued suspension of SRBR payments
Pagedof 5

~ Police ahd Fire Déparfment Retirement Plan

In 2001, the City Council aﬂnpted an ordihance establisﬁing an SRBR program within the Police
and Firc Department Retirement Plan :

Under the Section of the San Jose Municipal Code goveming the Po].lce and Fire Department
Retirement Plan (SIMCE3.36.580), the Board o f Administration for the Police and Fire
Department Retirement Plan is charged with developing the methodology for distribution from -
the Police-and Fife SRBR, and upon City Council approval of the methodology, the Police and
Fire Board is charged with making a distrsbution in accordance with the methodology.

The San Jose Municipal Code does not specify how much shold be distributed from the Police
and Fire SRBR each year, but instead specifies limits on the amount that can be distributed.

In geder to implement that there be no distribution from the Police and Fire SRBR during Fiscal

. Year 2011-2012, it is recommended that the San Jose Municipal Code be amended to suspend

distribution until after June 30, 2011. Under San Jose Municipal Code Section 3.36.435, prior to

the City Couneil adoption of any ordinance amending the Police and Pire Department Retirement

Plan, the Board of Administration for the Police and Fire Retivement Plan is to bg provided with

sixty (60) days for review and comment on the proposed ordinance, unless the City Coungil finds

that there is a need to adopt the ordinance- within a time penod which does notallow for a'sixty

day review period, in which case the City Coimcil can adopt an urgeney ordinance or when the

. ordiftanee is passed for publication of title, the City Council refers the ordinance to the Board for
study and consideration and upon the recommendation, if any, from the Board, the City Councii
implements or disapproves the Board's recommendation. Because the distribution of the SRBR
could ocour before the sixty day review petiod, if the City Council wishes to ensure that no

, distribution oocur during Fiscal Year 2011 .2012, a finding that there is need fo adopt the -
ordinance within a time perdod which does not allow for a sixty day review period should be
made and the ordinance refetred to the Board of Administration for the Potice and Fire
Department Retirement Plan for study dnd recommendation. If the Council receives a
recommendation if any, from the Board, it could dec:lde to reconsider the matter taking the

Boards conments at such time,

- Distribution Merkodalagu

The distribution methodalogy for each plan is memorialized in Resolutions 71870 and 70822.
Under the Federated distribution methodology, all retired members and survivors receivea
disbursement when the plans’ investment returns exceed expected retuns, Under the Police and
Fire distribution methodology, all retired members and survivors receive a dishursement, so long
ag the SRBR principal balance would not be reduced by the distribution. For both-plans, the .
criteria for determining the payment amount is based on a “point” system. Retirees receive

~ points based on years of service, number of years retired and final average salary. Under this

. methodology, the largest payments are made to retirees that have beeq retired the longest and
have rendered the longest service to the City.

As of June 30, 201 0, the SRBR balance for the Federated City Employees’ Retirement System
was $28.3 millioo and $32 million for the Police and Fire Department Retirewent Plan. If the
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HONORABLE MAYOR AND CITY COUNCIL
May 13,2013

Subject; Continucd suspension of SRBR payments
Page S of 5

current suspension of distribution payments were lifted after June 30, 2011, the funds that conld
be distributed from the Police and Fire Department Retirement Plan are appmxxmately $1.
million and out of the Federated City Employées Retirement System, $5.6 million. Thisisa
significant amount of money to distribute from the retirement plans considering the plans’
sxgmﬁcan( unfinded liabilities.

'I'he City will be engaged in retirement reform efforts with the bargaining units over the next
several months. It is recommended that the City Council continue the suspension of the
distribution of payments from the SRBR during Fiseal Year 2011-2012, while further
discussions regarding retirement reform, including the SRBR program continue.

PUBLI OU'I‘REAC REST

Q Criterion 1: Rﬁquzres Council action on the use of public funds equal to $1 millicn or
greater,
(Required: Websute Posting)

D Criterion 2: Adoption of a new or revised pelicy that may have mellcatmns for public
health, safety, quality of life, or financial/economic vuahty of the City. (Required: E-
mail and Website "osting)

D Criterion 3: Consideration of pmposed changes to setvice dehvery, programs, staffing
' that may have impacts to community services and havz_e been identified by staff, Council or
a Community group that requires special outreach. (Required: E-mail, Webslte Posting,
* Community Mectings, Notice in appropriate newspapers)

This report will be posted on the internet and a copy will he sent to the Ba:gainiﬁg unil
representatives and the retirec associatiens as soon as the memo has been distributed.

COORDINATION

This memo has been coordinated with the City Aﬁomey’s Office.
CEQA

. ‘CEQA. Not a Project, File No. PP 10-068(b), (Municipal Code or Policy, new or revised)

Debra Figone
City Manager
For questions please contact Alex Gurza, Director of Employec Relations, at 535-8155,

Attachment: Memorandum dated October 22, 2011
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4,24

Ghissic Vafues,lanovatlve Adiicé-

January 13,2012
VIA ELECTRONIC MAIL

Mr. Russell U, Crosby

Director of Retirement Services

City of San Jose Depaitment of Retirement Services
1737 North 1™ Street, Suite 580

San Jose, California 95112

Re:  Federated Bmployees Refirerent Flan
Suppléiiiental Retiree Benefit Reserve as af June 30, 2011

Diear Rusself:

We have calculated the balance of the Supplemental Retirce Benefit Rescrve (SRBR) as of
June 30, 2011, inctading the amount of interest to be credited as of June 30, 2011, the
“amount of “excess- earnings” to be transferred on July 1, 2011, and the amount fo be
distributed in 2011, These caleulatiohs have been performed in accordance with our
understanding of San Jose Municipal Code Scction 3.28.340. We understand the City
Council has suspended distributions. This Ietter shows what the distibutions would be if
Cotncil fe-Ingtates distributions following the same poliey as outlined in Council Resdfution
#71870. In addition, the interest crediting formulas shawn in the memorandum dated
Rebevary 11, 2009 from Camien Reey-Choy and Veronica. Niebla 1o the Boand of
Adsinistration have been modified to reflect the actual timing of City contritrations and to be
congistent with the investment retura calculations shown in the actuarial vahuation, -

The table below summarizes the results of our caleulations:

SRDR Interost Credlt, 6/3072011 "5 2,252,315

SRBR Excess Eamings Credit, 7/1/2011 $ 12,526,036

2011 SRBR Distribution $ 6,587,315
Initorest Crediting

San Jose Municipai Code Section 3.28.340 describcs how interest is creditad © the
Employee, SRBR, and General Reserves in the Retlrement Fund. The basic process is as
followa: :

1. The Binployee Reserve 8 credited, wnh interest semi-annually at an annual rate of 3.0%.
These.calcutations are performed by the Department of Retirement Systemns.

2. The SRBR and General Reserves are credited with interest at the lower of the actuarially
assurned rate or the actual rate of curnings for the year. While not explicit in the
Municipat Code, we imderstarid that the phrase “interest credited” has been historicaily
interpreted te be not less than zero. '

FCERS 01-10-12
1750 Tysons Boutevard,, Sulte 1100, McLoan VA 22102 ok 703,893.1456 Fax, F3E3.2006  wwwchelronds
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Mr. Russel U. Crosby
Januacy 13,2012 :
Page 2 of 5 _ !

3, The Geiteral Reserve is oredited with the excess, if @y, of the intefest that would have
been credited to the Bmployec Reserve following:the procedure under (2) and the actual
amount ctedited under (1), ' '

4, Any positive sirnings remaining ave considered “Excess Earnings,” Ten pereent of the
Excess Barnings are credited fo the SRBR effective July [, and the remalpder is credited

" to the General Reserve. _
5. Any negative catnings remaining are charged to the General Reserve,

. Tlwe Medical Benefits account and. the Cost—of-Living Fund dre 1naintained separately and

are nof affected by the calculations deseribed above. : '

Thie table below shows the 'caicuiation' of the interest-credits and Esxcess Earnings, For this
© purpose, the dallar amaunt of interest is caloulated based on the interes! rate (i) as foltows:

nterest = Beginning of year balance and easli flow x i+ mid-year cash flow xi+ 2
Thiis formula is a change fota prior yeats, The: prior formula was as follows:
Interest = (Bepinniog of year balanse X i+ cash flow x 1 +2) + (T ~i+2)

The change in formula results in an lacrease in the total Excess Earhings of approximately
$2.6 million and an offsetting decrcase in the Primary lnferest Credifing. For the SRBR, the

change results in approximately a $100,000 decrease in Piimary Interest Credifing #nd a.

$260,000 increase in Excess Earnings. The attachment o this letter provides -additional
detail on the change in formulas. ‘ ' :

The interest is eredited effeetive June 30, 2011 and the Excess Barnings are credifed effective
July 1,2011. '

{HERON
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M. Russell U, Croshy

J'anu_ary 13,2012
Page3of 5
Employes SRBR General Total
1 Total Earnings ' $. 213,159,048
Balance; July 1, 2018 3 b201,1,66,4'36 $§ 28334000 5 878,824,368 % 1,108,321,854
Net Caslifldw : o :
Beginming of Year $ 0% ¢ % 33410021 $ 33,410,021
MiEdills of Year (13,906,729) ¢ (58,269,263) (72,175,992)
End of Year 0 ¢ 8,769,954 %,769,954
- Total Not Cashflow 8 (13,906,729 § g § (16089,288) $ (29,996,017
Credliing Rato ' 7.95% 795%
Primary lnterest Crediting 5,561,930 2,252315 - 80,084,444 _87,8558,589
Balan ce, Junc 30, 2013 $ 192,821,687 $ 30583315 $ 9428195 ¥ 1,166224,526
Excess Eavnings L1 12,526,036 112,734,323 125,260,359
Batance, July 1, 2011 § 192,821,687 § 43,109,351 % 1,055,553,847 § 1,291.484;885
SRBR Distvibutions

When Excess Barnings are transferred to (he SRBR pumsuant to the Municipal Code, it
increnses the Actuarial Liability as it is assumed these amounts will ultimately be distributed
to refirecs and benefiviavies. However, payinents are fot paid (o rotirees and beneficiaties
until a distribution is ordered by the Boand. While the City Council has suspended
disteibutions from the SRBR, fottowing our understanding of Council Resolution #71870 and
the atcofpanying memorandum dated November 24, 2003, distributions would be made
from the SEBR i the amount of the interest credited to-the SRBR plus the balance in the

SRBR thal exceeds the minimum balance defined by the Board, For this purpose the balance

in the SRBR is the balance before interest crediting and before the Excess Earnings are
transferred. The minimum balance s equal to $7,000 multiplicd by the number of refitees
and beneficiaries who woukl receive a portion of the distribution,

The table below shows thie calculation of the distribution if’ the City Countil re-inistates
SRBR distributions following the policy in Council Resolution #71870.

{HEIRIOIN.
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Mr. Russell U. Crosby
January 13, 2042.
Page 4 of 5

1 SRBR Bealance FYE 2010
2 frqvicus Year's Excess Exrnings
3 Corrent Year] nierest
4 SRBR Pistributien FYE20110f FYE 2010 eamings
3 SRBR Ealance FYE'ZMI {1"_'2"'4)'
6 Minintum Balasiee (37000 x 3,428)

1 7 SRBR Distribution FYE 2012
{3 +(5-6, not less than $0)]

21,381,000
6,950,000

2,252,318

28,331,000
23,996,000

6,587,315

If you have any questions or would like to discuss these caleulations, please call me at

{763) 893-1456 extension 1113 or Anne Harper at extension 1107,

Sincerely,
Cheiron

§ Lo R Wit
Wittiam R. Hallmark, ASA, FCA, EA, MAAA
Consulting Actuary

_ Anne D, Harper, EA, MAAA
Assoelate Actuary

Attachment

oc; Carmnen Racy-Choy
Veronica Niebla

AHERON
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ATTACHMENT .
~Interest Crediting Formulas

diting Formula

"B

CiM
CFB

Natation ‘
H = Tnaterest credited in dollars
i = Interest crediting rate
A "= Beginning balance
= Bnding balarict
CFA = Cash flows at beginning of period (i.e., City pre-paid contributions)

Cash fiows atend of peried (ie., Cily true-up contributions)
Prior formula-based on average baiance during year ineluding carn'_ings

!
i

Px(A+B)+2
Ax(A+ (CPA+CFM +CFRB)+ 2) i 2)

BoU

New formula based on titning of City contributions

I = ix(A+CFA+CRM = 72)

Hypothetical Example
Assumgtg‘gg‘ 5,

i = {0%.

A = $1,000

CF-A = §30 .

CPR-M= ($40)

CE-B = $10

The net cash flow for the year is $0 (330 - $40 + $10), so the average balanee method
produces $105 in carnings (10% x $1,000 + 95%).

However, the new mefhod based on timing of City contributions only produces $101 in
eamnings (IO% x {$1,G600 + 30 — 40 + 2)).

So, if eur assumed eamings rate was 10% in this liypothetical example, under the prior
théttiod the plan would have to get $105 in eernings before there was sy Excess Earaings,
but- under the new method the plan would enly have to get $101 in eamnings before there was
any Excess Ramings.

‘The table below surbmat_izes the resuits of the SRBR caleulations under the prior nethod.

SRBR Interest Credit, 6730/2011 $ 2,345,550
SRBR Bxoess Barnings Credit, 7/1/72014 $ 12,264,174
2011 SRBR Distribution $ 6,680,550

(hERON
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March 29, 2012
V14 ELECTRONIC MAIL -

Mr. Russell Crasby, Executive Diréctor
Department 6f Retirement Services
1737 North 1% Street, Suite 580

San Jose, California 95 112

Re:  City of San José Pollce and F?re D@nﬂment Retireiment Plan
Supplemental Refirec Benefit ReSer ve.os of June 3 0, 2011

. I}éar Rugsedl:

The purpese of this letter is to provide the Board with a review of the taleulation of the
balance of the Supplementa{ Refiree Benefit Reserve (SRBR) as of June 30; 2011, including
tho amount of interest to be eedited as of June 30, 2011, the amount of “excess eatnings™ to
be transferred on July 1, 2011, the umount to be dlstrlbutf:.d in 2011, and the charge to the
SRBR to offset the City’s contribution- on July 1, 2012, These caleulations have been
performed in accordance. with our undérstanding af San Jose Municipat Code (SIMC)
Section 3:36.580 and have been previously provided to the Board as part of our June 30,
2011 actuarial valudtion report. We refer you to that keport for a description of the data,
assumptions, methiodology, and plan provisions agplicable to these calculations.

The table below summarizes the results of our caloulations:

SRBR Interést Credil, _6}30!20! 1 $ 1 ,2'3,1,46—4‘

SRBR Excess Earnings Credit, 7/1/2011 $ 70
2011-12 SRBR Distribation - $ 1,281,464
Charge to SRBR for FYE 2013 . $ B48.379
Decrease in. City’s -contribuiton rate for 0.46%
2012-13 due to Charge. v

_ SRBR Crediting

SIMC Section 3.36.580 describes how lInferest Credits and Excess Barnings Credits are
caleulated and trensferred to the SRBR. The basic process is as follows: '

1. Interest Credits ~ Each June 30, (he investmient carnings a{u.'_ibutable to the balance in the
SRBR. iz aljocated to the SRBR. The-ameunt of investment garnings is cafculated using
the same tethodology that & used to determine the actuarial value of assets for the
actuarial valuation. That is; investment retumns are based on the change ia the smoothed
actuarial value of assets adjusted for the approximate fiming of contributions and benefit
payments during the yéar. Inno case is the amount allocated {o the SRBR Iess thanzeto.

1

121SW Simon Strect, 11ihFlaoy, Porfand, DR 97204, Tek B77.2434766 Far: 703.093.2006 wenrvychieironsis
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Mr. Russel! Crosby
March 29, 2012
Page 2 of 4 .

2, Bxpess Hainings Credits - Tenn petcent o any- stioofhed investment eatnings above the
assumed investment return on the actuarial value of non<SRBR assclsis transforred to the
SRBR. The ttansfer Is deemed to take plice on July { following the vahwtion date,

Rased on the June 30, 2011 Acluatial Valuation the investment return ofi the actuarial value
of:assets was below: the assumed iftvestment retarn of 7.75% so the Excess Barnings Credit is
zéro, far thls year. Given the investment retimn of 3.9877% and an avemage annual SRBR
balanec of $32,135;406, the Interost Credit is $1,281,464,

SRR Disiributions

Benefit distributions from the SRBR its 4 given yeat have been based on the Iuterest Credit

from the ptior year's valuation. Since the Interest Credit for the SRBR in the June 30, 2011
- Actuarial Valuation is $1,281,464, the benefit distributions fiom the SRBR. during 2011-2012

would also be $1,281,464. Howcver, SIMC Scetion 3,36.580(D)(2) prohibits distributions

from the SRBR between January 1, 2010and June 30, 2012. Table 1 below shows the SRBR

distributions for each valuation yeat that have nof yot 'been d:a!.r:buled in case they can be
: dtstrlhuted after June 30, 2012

. Table 1

1~ SRBR Regular Intercst Credits Not Yet Distributed
Valustion Yeur Inteyest Crodit

1 2008-09 ' ' $ 296,147
2009-10 o ' 719,742
2080-11 - 1281464
Tatal § 2,291,353

SRBR Charges

When the Gity’s contribution iale Indreases dye’to poor investment eariings, these is 4 charge
to the SRBR that partially offSets the City*s rate increase. Thig charge is the minbnum of (a)
five percent of the SRBR balance 3t the etid of the ycar and (b) ten percent of tho increase o
the City’s dotlar coniribution due to the investment loss. Since the City makes its
gontribution at:the buginning of the year, it is assumed that the transfer happens on July 1 of
the fiscal yesi in which the indrease in contribution rates ocours. For the 2010-2011 fiscal
year the SRBR charge was $1,207,958, and for the 2011-2012 fiscal year, the charge was
$1,285,087.. Table 2 bélow shows the ealoulation of the charge to the SRBR and the offset to
the-City's contribution rate for the 2012-13 fiscal yc.ar
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Mr. Russeil Croshy

March 29, 2012
Page 3 of 4
Table 2
_ Cateulation of Chargé:tn SRBR for FYE 2013
1. Increass in UAL due to investmeni loss in 2010-11 $ 96,472,852
2. Amortization factor 8.794%.
3.. Incraase in City's dollar ¢ontribution as of July 1, 201211 « 2] $ 8,483,790
4. SRBR balance as of June:30,-2011 ' $ 33,416,870
5. Charge to SRBR on July 1,2012
{minimum of 10% of 3 and 5% of4) 3 848,379
6. Projected 2012-13 payrell _ o 3 190,726,258
7. Decrease in City’s contribution rate for2012-13 '
[(5 x 1.0757%0.5) +6] 0.46%
SRBR Reconciliaton
- Table 3 below shows a.izconciliation of the SRBR for the past two years.
_ Table 3
Changes it Supplémental Refiree Benefit Reserve -
. : Jiie 30,2011 June34, 2010
SRER Balance, beginning of year $ 33,343,364  $ 32,623,622
Charge to SRBR for poor investment eamings ( l_,207,95 ) S |
Interest credited. ' 1,281,464 719,742
Excéss eatnings transfored . 0 ¢
Bencﬁt_.distribuﬁuﬁs ) : ) 0 Q4
SRBR Bafdnce, end of-year ' Co $ 33,416,870  § 33,343,364

This letter was prepared exclusively far the Board of the City of San Jose Police. & Fire -
. Depaitment Ketirement Plan for the putpose of reviewing the SRBR calculations previously
repotted as part of the June 30, 2011 actuarial valuation. It has been prepared in socordance
with gerisrally recognized and gcocpted actuarial principles and practices which are
corigistent with the Code of Professional Conduct and applicable Actuarial Standards of
Practice set out by the Actuarial Standards Board. Furthermore, as credentialed acharics, we
meet the Qualification Standards of the American Academy of Actuarics to rénder the option
vontained o this Jettor. This letter does not address any contiactual or legal issues. 'We are
not atiorneys and owr firm does not provide any legal services or advice. This letter is not
tntended to boftefit any thied party, and Choiron assumes no duty or liability to any such

party.

~(CHEIRON
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M. Rassell Crosby
March 29, 2012
Pagedof 4

Tfyau have:any questions or would like to discuss these caleutations; pleaso call Bill at
(703) 893-1456 extension 1113.

Sincevely,
Chelrori

- . . . . '
WL R, Wt e B S
William R. Hallmark, ASA, FCA, BA, MAAA Jokhua A. C. Davis, RS A, BA, MAAA. !
Consulting Actuary Consulting Actuary

. ee: Carmen Racy-Choy
Veronica Niebia
Gene Kalwargki

A(3ERON
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2011 CITY.OF SAN JOSE - ABMEI | Ww MWJ’W

R S

fCITYsPRDPOSAL SUPPLEMENTAL“RETIREE BENEFIT RESERVE (SRBR) o

Proposed Language

- As soon as. pracﬂcab!e the Supp!ementa! Retirse Benefit Reserve (SRBR) will be

- ‘efiminated and the funds sef aside for the SRBR w:?! be pul back info the Federated Cify
Emp!oyees Retirement System Fund _ ) S -

F—Jn arryr For. Rsatled
| 7"””'_ /DW Y of B |  Preweno //164’;5

£-23- 72
08/23/1

City.of San Jose _
" July 29, 2011 S
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2011 CITY OF SAN JOSE-IBEW  7EW7A774E” ﬁyﬁ&gmw

. [bﬂ'Y PROPOSAL‘ SUPPLEMENTN. &E_IREE BENEFIT RE_ERVE (SRER) .5

' Proposed Language

As .s‘Ocm as pmcffcabie the Suppiemental Retrree Benef“ t Reserve (SRBR) wn'l be '

- efiminated and the funds set aside for the SRBR will be put back info the Federated City
Employees’ Retfmmenf System Fund

ok CITH | s FoR NI

o L ' | ' LT e wd,
/“m‘bi 0037)1{//797 o j/ijt (J : T g .
0%/ 25//7

CityofSan Jose

© July 29, 20114 ,
' : GURZA000744

g-23-m1§




EXHIBIT 51



2011 CITY OF SAN JOSE ~OEH3 - JenAarie ﬁquw‘m

r_TY,PROPQSAL “SUPPLEM ENTAL: BE}‘IREE BENEFIT RESER}IE (SRBR). ;i

Proposad Language:

As soon as practicable, the 'Suppfémenta! Refiree Benefit Reserve (SRBR) will be

eliminated and.the funds sef aside- for the SRBR will be put back info the Federated City

Employses’ Relirement System F und.

e ATY NN s L

Going Dot ly %

C_tty of San Jose
July 29, 2011
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2011 CITY OF SAN JOSE ~ CEO Fensarive HYrdemens™

Proposed Language: - -

. As soon as ’piact:cabie, the Suppfementaf Retiree Beneﬁt Reserve (SRBR} will be.
aliminatod and the funds set aside for the SRBR will be put back mto the Federated Cfly
Employeas’ Reﬁremenf &/sfem Fund.” .

?f-'zf/o C / 7‘f7
[;;;mﬁmn#/w o T Lavéene S. WASFINGTON
AFSCME
_ GDNF}D&N“GFCMP(D\}&Q‘S OﬁﬁﬁNiZ&T}m

"o

City of San Jose
July 29, 2011
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 2011CITY OF SAN JOSE ~ MEF — 7t m e Hgreement

[;TY PROPOSAL SUPPLEMENTAL"”RETJREE BENEF!T RESERVE (SRBR} J&E"f&-ﬁ;,

Proposed Language

As soon as pract:cable the Supplemental Ret:ree Benefit Reserve {SRBR) will be
ellminated and the funds set aside for the SRBR will be put back Into the Federated City
Employees’ Retirement System Fund.

Fok 0zTd | Ao i

o aﬂb&/ 7‘)7 | _ -' - .&'-L'au.* s;:ﬁm G . Cpa;wl
JW 0 Cesn Y
f | Yolanda A Cruz

Oé/,ZS//y S | MEF, AFSCME Local 10]
: : | Presidentt :

City of SanJose
July 29, 2011
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CITY OF SAN JOSE, CALIFORNIA

Al Office of the Gty Clerk
- 200 Fast Sastta Clava Strect
San Jusk, Californda 95113
Felophone (404) $35-1200
FAX (408) 252-6207

ety
City Clerk

STATE OF CALIFORNMIA)
COUNTY GF SANTA CLARA)
CITY OF SAN JOSE) -

" 1, Dennis D. Hawkins, City Clerk & Ex-Officio Clerk of the Couneil of ahd for the.

City of San José, in said County of Santa Clara, and State of Califorhia, do hereby

" gertify that Ordinance No. 28174, the original copy of which is attached hereto, was

passed for publication of fitle on the-6th of November 2012, was publistied in

accordance with the provisions. of the Charter of the Gity of San Joss, and was given
final reading and adopted on the 4th day of December, 2012 by the foliowing vote:

AYES: -~ CONSTANT,” HERRERA, LICCARDO, NGUYEN, OLIVERIO,
- ROCHA; REED. |
NOES; | | CAMPOS, CHU, KALRA, PYLE,
ABSENT: - . NONE. |
 ABSTAINED: - NONE.
© VACANT:  NONE.

Said ordinance is effective as of January 4, 2013,

IN WITNESS WHEREOF, { have hereunto set my hand and affixed the corporate seal

of the City of San José, this 12th day of December 2012, : -

(SEAL)

DENNIS D, BAWKING
CITY CLERK 8 EX-OFFICIO
CLERK OF THE CITY COUNCIL

fsmnd
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ORDINANGE NO. 29174

AN ORDINANCE GF THE eIy OF SAN JC}S’E AMENDBING
VARIOUS SECTIONS OF CHAPTER 3.28 OF TITLE 3 OF THE
SAN JOSE MUNICIPAL GODE TO CLARIFY THE CITY
CHARTER = SUPERSEDES THE - FEDERATED . CIlY .
EMPLOYEES RETIREMENT PLANIN EVENT OF CGNFLIGT
CLARIFY. ‘THE DEFINITION OF TIER 2. MWMEMBER,
 DISCONTINUE THE: SUPPLEMENTAL RETIREE BENEFRIT .
RESERVE,; -CLARIFY AGTUARIAL SOUNDNESS 18
DETERMINED = GONSISTENT WITH THE -CALIFORNIA
CONSTITUTION; AND MAKE ABDITIONAL REQUIREMENTS
FOR MANDATORY MEDICARE ENROLLMENT, TO BE
EFFECTIVE JANUARY 4, 2013

WHEREAS the City of San José (“City") wishes to further implement the provisions of
Atticle XV—A of the City's Charter and-clarify that in the event of confliet between the
~provisions of Article XV-A ofthe City's Charter and the’ Federated Ciiy Emp{oyees
Retirement Plein, the: City's Charter eamrois, and '

WHEREAS the City wnshes to clarnfy that Qertain employees who participate inaCity

- sponsored defined contdbution plan will be excluded from parttcipanon in the-Federated

City Employees Retirement Plan; and -

WHEREAS the Gity wisties o discontinue use of tho Supplem ental Raflree Benefit
Resewe, and

| WHEREAS, the Clty wishes fo-clarify that this actuarial soundness. ofthe Fegerated City
Employees Retirement Plan is determined In a manner consistent with Article XVI,
Section 17 of the California Gonstitution (the *1992 California Pension Profection Act’);
and ' ’

WHEREAS, the City wishes to make additional requirements refating 1o mandatory
enroliment of Federated City Employees Retiremeni Plan members into Medicare;

- Y-25116:0017915266_4
Goungll Agenda 11:06-12
ttem 3.5
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10-26~12.

NOW THEREFORE BEIT. ORDAINED BY THE COUNCiL OF THE CiTY OF SAN

- JOSE:

SECTiON 1. Sect:on 3.28.010 of Chapter 3. 28 of Title 3 of the San Jose Mun:mpai
Codeis amended to read as fa!lows

3.28.010 Plan Established - Name - Scope

A

T-25116.001 916286, 4

There is hereby established a retirement plan for all persons, hereinafter in this
chapter specified, who may hacome members thereof pursuant lo the provisions

of this chapler. This plan shall be known as the “1975 Federated City Employees
_F{_etinement Plan,” and ineiizdes- all provisions of this Chapter 3.28. ‘

Notwithstand ing any. provnsnon of the code fo the contracy, the elements of the
retirement plan as set putin Chapters 3.18, 3.20, 3.24 and 3.28 are components
of a smgle refirement s.ystem known &s the Federated City Employees
Retirement Plan. B -

Contributions made by the City and the members of the plan fo the rettrement
fund described in Part-3 of this Ghapter shall be made for the purpose of
dzstnbuﬂng to such membars or their beneficiaries _the-corpus and income of the

find in accordance with the terms of this plan,

The Federated City Employees Retirement Plan s established as a gualified
govemmental defined benefit plan puréuant to Sections 401(8) and 414(d) of the
intemal Revenue Gode or such other provrsmn of the Internal Revenue Code s
applicable and appiicable treasury regulations and other gu!dance of the internal
revenue sefvice. The board shall be authorized to adopt rules and regulations

which are appropriate or necessary io maintdin the qualified Status of the plan.

-Council Agenda 11»85 12

lterm 3.5
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B, Effective Se'ptefnber 3g, 2‘512"’&1@3 Federated City Emp'loyees Retirement Plan -
"~ has been amended to. provide for diffaent ret[rsment benefits for individuals

hired-of rehired by the City on-and after that da{e Members subject to these new.
"~ benefit provisions are referred fo in this chapler as Tier 2. members '

F. WUnder the City Councii’ authority pursuant io Article XV, Section 1500 of the City
Charter, the prowsions of Article XV-A of the C:ty Charter are heteby
 implemented into the San José Municipal Code. To the extent thereis any
~ conflict between Article XV-A of the City of San José's Charter and the provis:ons :
 of the Federatéd City Emp!oyees ‘Retiremont System, Aticle XVEA wil
supersede ahy cohﬂichng prows&on in the Pedemted City Empioyees Retfirement '

SECTION 2. Section 3.28.030.28 of Chapter 3.28 of Tit[e 3 of the San Jose Municipal
Codels amended to read as follows:

3.28.030.28 Tier2 Mgmbéi‘ '

"‘T_ier 2 member” means any person who is hired, rehired or relnstated by the Cityon or
eifter_ September 30, 2012 excepl for any person who is eligible and elédts te participate
in a defined contribution plan established under the San José Municipal Code.

SECTION 3. Section 3.28.070 of Ghapter 3,28 of Title 3 of thie San José Municipa! -
 Code is ame‘n_ded to read as foilows:

¥-25116.001 71916286 _4
Coundil Agonda 11:06-12
ftam 3.5

GURZA000751



RO S : ORD NO 26174
10-25-12 | - | |

3.28.07f) Termination 6f Plan

A.  Uponthed temmat!on of thls plan or upon the complete dlscontinuance of
' contributions under the plan, the rights of each member, foriier member aid
beneficlary-to behefits accrued fo the date of s uch termination or discontinuance,
to the extent then funded, shall be Nonforfeitabie. - N :

B. Upon the términation of this plan, the board shall perform all of the fbi[gWinQ:
1. Liguldate the agsets of the retirement fund.

2. | Pay all of the accrued administrative expenses of the plan, includlng the
expenses of liquidation. ‘

3.  Determine the rights of each member, former member and beneficiary to
be neﬁEs accmed ta the date.of iermmatlon, and ‘enstire that all stch.
-benef:ts have: been or are pald to the respectwe persons

C.  Upon the termination '.of thts plan and the safisfaction of allliabilties described in_
Subsection 8. above, the board shall allocate any rem'alnln,g assets of the
retirement fund to-the members of the plan on the basis of years of service and -
final compensation credited to the member at the time of termination of the plan.

SECTION 4. Secfion 3.28,340-of Chaptér 3.28 of Title 3 of the San Jos& Municipat
Code is amended o read as follows: -

3.28.340 Disposition of Earnings

A, Definitions. For the purpose of this Section 3.28.340, the terms listed herein shall
have the following meanings:

T-25415.001 / 916260_4
Gouncil Agenda 11-08-12
liem 35
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1. “Incomes account’ means the accourit as!abhsheci ih the general teserve -
pursuant to subsectlon B balow ‘

2. . "!h!erest credtting rate” means the interest rate determined by the board
for crediting the emptoyee contnbutmn resatve.

B, Retifemeritfund-feserves. There shall be established in the retirement fund the
- following reserves: i ' '

1. The employee contribution reserve.

The board shall credit to the ei‘npldyee contribution reserve all
contribution's made by members of the refirement system and all

'ir;terésf payable pursuant to subsection C: below,

Moneys in the employee c_oﬁtr_ibutian reserve shall be. avaltable for
the payment of benefits and for the return ofAchtfiﬁutiohs-pursUant_'
to Section 3.28.780. ' '

2. The general reserve.

T-25116.001 [ 916266_4
Councl Agenga 11-06-12
ftem 3.6

The board shall establish an lhcome‘account-.ané'-shéil;éreﬂii mé
income .aceount with all rents, inierest, dividends, realized gains
and losses, unrealized gains and losses, and all other income other
than employer cantributions, receivet during tﬁe fiscal year. The.
board shalt pay from the income a_é.coimt_ all experises and
administrative costs as they are incurred.

' The board shall credit to the general reserve all conlributions made
by the City, all interest payable pursuant to sibsection C. below,

b
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and that—portion of the excess edrnings determined pursuant {6
subsection D, below. - .

6. Moneys in the general reserve shall be avallable for the payment of
. benefits and for the payment of the expenses and administrative
costs ofthe retirement system. |

3. Such-other reserves as fhie board may deterimine from time 1o fime.

€. Creditto contributions and resetvas. All interest credited pursuant o this
subsection C. shall be deducted from the incorme account.

1. 1Iht-eré§t shall be ¢redited to-the employee caiitribmion reserve on.4a sermi-

. annugl.basis; or more frequently if authorized by the boazd at the mterest
-creditmg rate. '
2. Interest shall be credlted to the gener-_a-i reserve as follows:
a. interest at the actuatially assumed annual rate of return adopled by

the board pufsuant o Section 3:26.200 6t at the actual rate of
retunt earned by the retlrement furid: dunng the appilcable fisoal
- yéar, whichever is lower; pius

b. Interest calculated as the difference between (i)the interest that
would have been credtied to the eﬁw_p‘téyee 'oontribdtion reserve had
the employee contribution reserve been credited at the actuarially
assumed annual rate of return adopted by the board pursuant to..
Section 3.28.200 or at the actual rate of retum earned by the
retirernent fund during the applicable fiscal yeat, whichever is
lower, and (i) the interest actually-credited to the erployee

contribution reserve pursuant to subsection C.1, above; provided,
_ 8 _ _
T-25116.001 F 916288 _4

Gouncll Agenda 11-08-12
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however that there shall be no offset to the general reserve in any
case where this diﬁ‘erence Isa neg ative number.

D.  Excéss samings.

1. Within ninety {90) days from and after recemt of audit reports for each
fiscal year, the. board shall determine the balance remaining in the income
‘accouit after erediting of interest as provided insubsection C. -above, ancl
after payme nt of admm:stratlva cosis and expenses of the retirement
system for the applicable fiscal year

2. {fthe balance remalning In the income account is greater than zero, the
board shiall by wiitten resolution declare that balance (6 bethie excess
eamings for the applicable fiscal year, shall transfer the @xcess eamings
to the general reserve. If'the balance rémainin‘g in the income account is
less than or equal to zero, the board by wriiten resolution shall declare

“that triere are no: exCess eamlngs and shall adjusst the genersl regerve to
. reflect any negaﬂve baiance in the incoim'e accouni so that the batance in
the income account is zero.as of the beginning of each ﬁacal.year

- SECTION 5, SectiOn 3. 28 350 of Chapter 3.28 chitle 3.of the San.José Mumclpa!
Code is amended to read as fol!ows

3.28.350 Investment of Funds = Conditions and Liinitations

'The board shail invest and reinvest the moneys in the rétirérment fﬁhd_lﬁ accordance
with the following standards:

A.  Theassets of the retirement plan are tiust furids and shall be held for the

exclusive purposes of providing benefits to-mermbers of the plan and their
T-2646.001 / 916286_4
Council Aganda 11:05-12
ltem 2.5 -
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beneficiaries and defraying reasonable expenses of administering the plan. The
assets of the fetifernant plan mustnot révert, and no contribitions shalt be '

. 'permdted to be feturned to the employers except as permttted by Reventie

:Ruling 83-4.

The board shail discharge its-duties with respedt to the plan so!eiy in the interest
of, and for the exclus!ve purposas of providing benefits to, members of the plan

- and their beneﬂciarles maintaining the actuarial soundness oﬁhe ptan e

thanfier consisténtwith Aricle XV1, Section 17 of the Cafifoinia Constitutien (the
“1‘992 Cafifornia 'Pension Proteotion-Act’), and defraying reasofiable expenses of
admiinistering the plan. The board’s duty to the members and theéir benef ciaries
shall take pracedsiice over any other duty. |

The board shall dlscharge its duties with the c:are, skill, prudence and diligence

under the citcuimstances then prevailing fhat ; a prudent parson acting'in a fike

capatity drd 'fs;tms!_;ar With these matters would use it the conduct of an
enterprise of fike characterand with like aims.

The board shail diversify the investments of the plen so as to minimize the risk of
loss and to maximize the rate of relurn. un!ess under the clrcumstances itis

‘cleariy prudent nnt to do 50.

The refir me‘r‘it p!éi'n mdy paiticipate under Sédion 40 1(8)(24) of the Internal
Revenue Code in‘a qualified group trust that meets the requirements of Section
401{a) of the Intemal Revenue Code n acoordance with Revenue Ruhng 81-100,
as amended by Re.venue Rufing 2004«67

SECTION 8. Section 3.28.1870 of Chapter 3 28 of Title 3 of the San José Mumclpal
Code is amended to read as follows:

T-25116.0017916286_4
Council Agebda 11-06-12
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- 3.28.1970 Requirements for Participation in Medical Insurance Plan

A, Amember, as specified in Section 3.28.1950, above, is eligible fo participate in a
riedical :nsurance plan sponsored by the Gity pm\f idod thatthe member satfisfies '
the following requzrements ' '

1. The member retares for service or disabmty pursuant to tha provissons of.
this. chapter and

2. The member applies for madical insurance coverage at the time of his ar
her retirement in acgordance with the provissons of the medical insurance
“plan, &nd agrees to pay any appilcable prem;ums

B A survwor, as speciﬁed in Section 3.28. '2960 above is eligible to pariicipate in a
medical { indurnce plan sponsored by the Cuty prav’ ided that the fol[owmg
sanditions are: satssﬁed '

1. 'The survivor is resewmg a monthiy survivorship allowance because of the
‘ death of & member who either died during his orher emp!oyment with the
- city ot died after he or she teriinated Gity employm ént.and was refired
;pur_suant-to the prows:ons_of this. chapter,.and

2. At the tame of the member's death, the member and the survhror were
' enroued in-one of the medicai insurance plans sponsored by the Cit)r and

3. The survivor applies to cantinue medical insurance caverage at the time of
the member's death, and agrees fo pay any applicable premiums.

C. A n%embef'may secure medical insurance coverage for a spouse only if the
sppuse and member were married af the time of said members retirement for

-service or disability.
: 9

T-25116,001 .916286_4.
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D.  Amember may secure medical insurance coverage for a dqme'stic-pariner'-enly it
the domeéﬁo-paﬂner and Member Had established a registered domestic
partnership pursuant to Division 2.5 of the Gallfornia Family Gode or had formed
a fegal urﬂ'an otherthan a martlage thatis recognized as a domestic partnership.
'pursuant to Caltfcrma Family: Cods Secuon 2992 atthe tithie ofsaid membe's
rehremerlt for sewice or d1sabllity

E Asufiving 'sﬂﬁugﬁ'ﬁf S&-ﬂ*ﬁﬂg 'dt}tﬁesﬁc pattnershall be eligible for single
_ coverage only, exceptas folloiws: : _

1, Asurviving spouse; or-su’wi‘vh{g domestic partner shall be eligibie'fdr family
covérage If at least one surviving child as defined in Section 3,.28.1460.D.
or atleast one child of the- surviving:spouse or surviving domestic partner -

Mwhe' ss unmamed hota Mg mber of g registered do:nest:c partn ership and

- _fflnﬂer the e m‘ slghteen years oran ehgibie sumvmg shild far purposes
of receliiifg a sciiool-alfowdrica s deiinga in Baction 3:28.1750, is
surviving the death of a member; in sueh’ CHsE; if such chiid was enrolled
in a medical insurance plan sporisored by the City. atthe fime of the
member's death, '

2. A sumving spause o¥ sumiiving domistic: partner shal[be eltgmle for family
.. covétage if the-surviving spouss or suwiving dameshc partner is the court-
appointed guardian of the persotidf a-minor child or chifidien-and such
sifior child or children are ellgible for coverags under the terms-of the
eligible medical plan. A surviving spouse or Surviving domestic partner
may ¢ontinue famlly coverage after such-child reaches the age of majority
i any cage whsre, if such child had bebrr a. surviving child of the member,
such child would be an eligible sumivmg child for purposes of recewmga
-school aflowance pursuant io Part 14 of this Chapter.
N 10
T-25115.001 /6162864
Councli Agenda 11.08-12
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- F. As used in this section, “medical insurance plan sponsored by the .éity'_‘ means an
sfigible medioal pfan as described in Section 3.28.4800, below.

G. -Notwathstandmg the pfovls:ons of Sect%ons 3. 28 1970.A.1., 2., and 3., and
| 3.28.1070:8:1. 2 and 3., members ot their survivors who would otherwise

gualify for parttmpataon in a medical Insurance plan pursuarit to the provisions of

. this part, but who, at the time of retirement or death, could not enroll because the
benefits provided in this part were not ava:!ab!e gt the tithe of the member's
retirement for sewice or disability or death of the member, may enroll in an
eligible insurance plan as provided for in this part on or before October 31, 1984.

It a member or surviver does not enroll on or before Octaber 31, 1984, then said :
‘members or their survivars must otherwise comply with the coverage limitatlons
provided in Section.3.28.1970 and with alt other provisions of this part,

H."  Asurviving spouse who would gtherwise qualify for family coverage because the
' sur‘i«ixﬁng spouse is the court-appointed guardian of the Iper.so,n of a minor child or

children bit who could not envoll because the family coverage provided in
sub_seé;ﬂur‘z E. above was not available to the surviving spouse at the time of the
member's death, m‘ay enroll in family ooverage in an eligible insurance plan'as
provided for in this part until Degembay 30, 2002, only. Said survwmg spouse
must otherwise comp!y with the coverage ﬁmutatlons set forth in “’118 Section
3.28. 1970 ahd with all other provisions of this part.

1. Effectivé Septermber 30, 2012 for Tier 2 members and effé_ctive. January 4, 2013
" for nen-Tier 2 members, a member and/or dependent end/or survivor who is
eligible for retiree healthcard benefils in the Federated City Employees’

Retirement System and who is e!ig'ible for Medicare coverage shall be required o '

enrolf in Medicare Part A and B within 6-months of reaching the age of 65,
However, if a member is already retired and age 65 or older on the date this
Seetion of the Ordinance begomes affective for such member and is ehg;bie for

Medicare coverage then the member shall be required to enm!l in Med:care Part
. 11 :
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Aand B by Jul}'} 1, 2013. Additicihally, the plan mémber—ahdfbr dependent and/or

survivor who is eligible for Medicare ¢overage shall be reguired to enrolt in a
Medicare ‘Plan prowded by the Federated City Employees’ Retlrement System

-and-assiyn Medicare Part A and B bensfits to the Medicare Planif _required_ by

: ﬂie tealthcare provider.

ita. plan member was hired before March 1986 and is not ehgibfe forMedicare
Part-A at no ¢ost or a plan member for any reason is not ehgzbie for Medicare,
tfie plan'member shall be required to provide such venﬁcatlon from the U.S.
Soclal Security Administration to the Depaitment of Retirement Seivices withm 6
months from the date the plain member becomes uge 65, or if the member is
aiready retired aid age 65 or o1deron January 4, 2013 then by July 1, 2013,
Unless such vetification is provided, Plan members shall be required fo enroli in
a Medicare Plan provided by the Federated Ctty.Empioyees Retirement System
within 6 moniths from the dete the plan mentber is age 65 orif the rﬁember s
ré'_ti'red-fand_age-ﬁs. | S '

-‘lf & pian member falis to meet the requzrernents set forth above within 6 months

from the date the member becomes age 85, or if the rnembe.r is retired and age
85 or oidar on the effectivé date this Section of the Ordinance becomes
apphcable to such member, by Ju[y 1, 2013, the Plan shall cease to prov:de
refiree healthcare benefits untif the Plan member completes such requirements.
This means that the member.and ahy quahfymg dependents shall not’ recelve

- yetiree healthicare benefits. The Plan member and gqualifying depehdents. shall be
. re-enicliedin refiree healthcare benefits beginning the first day of the following .

morith after such requirements have been completed. -

[fthe Plan member dies during the period which the plan member falled to
complete the requirements set forth above, the efigible spouse or domestic
partner and any qualifying child(ren) shall be re-énvofied in a health insurance

plan. The SpOUSB or domestic partrer shall be enroiied upon aftaining age 85, of
12 :
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If the: spou'sé or domestic partner |s age 65.or ofdet on the offective date, hy July
A, 2073 The regulremints Hescilbed abovs. regardmg enroi{ment if fedicare
Parts A and B and-gnfollment i ina Medicare Plan prowded for o:ty retirees- and
depengents, and assignment of Medicare Parts Aand B benefzts fo: the Mevdanare
‘Plan mwst befuffilled, unless verlfication is provitied that the spoUse. ordomestic.
partagr. is nof eligible-for. Medloare coverage as deseribed:in this Sevtion. IF such
. requirements are nofinet, reﬁree heaithcare covérage will cease untli'suh, _
_raquiremants ang completed inthe same-mahrier-sst forth above with respect to
metmbets.

SE&TIGN‘?. -The‘pm_vlsicsns of this Ordinance shall be effective on January 4, 2013.
PASSE-ZD FOR PUBL:GATION of fitle this 6th day of November, 2012, by the following

vc:te

AYES . CONSTANT,HERRERA, uccmae NGUYEN, ouvamo,

_ "R@CHA REED |
' -N‘@‘Es':' o mmpos, CHU, KALRA, PYLE.
ABSENT: -NpNE.

DISGUALIFIED:  NONE.

CHUCKREED

Mayor
DENNIS D HAWRING FGHIC
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